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ENTERPRISES  IN  THE  STATE  OF  FLORIDA 

BY 
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Chairman:  Dr.  Bert  E.  Swanson 
Major  Department:  Political  Science 

The  purpose  of  this  study  is  to  examine  the  political 
and  budgetary  implications  of  public  enterprises  and  the 
proprietary  interests  of  municipal  jurisdictions.  Some 
scholars  claim  that  such  ventures  have  an  expenditure  effect 
on  local  budgets,  others  argue  that  they  are  primarily  used 
to  replenish  revenues  lost  to  a diminishing  or  weak  tax 
base . 

By  comparing  and  collecting  budget  data  of 
municipalities  from  across  the  state  of  Florida,  this  study 
explores  the  political  and  economic  rationale  for  public 
enterprises.  It  also  explores  the  impact  of  such  endeavors 
on  local  budgets. 

This  study  finds  that  the  extent  and  type  of  services 
established  as  proprietary  ventures  is  much  varied 


ix 


throughout  the  state.  Some  cities  operate  no  service  as  a 
public  enterprise  while,  others  offer  no  fewer  than  nine  as 
part  of  their  public  service  package.  There  is  also  much 
variety  among  the  category  of  services  operated  as  public 
enterprises,  including  hospitals,  cemeteries,  libraries,  and 
trailer  parks,  to  list  but  a few. 

The  major  findings  of  this  study  suggest  that  public 
enterprises  do  indeed  have  an  expenditure  effect  on  local 
budgets.  It  also  finds  that  they  are  often  used  to 
supplement  insufficient  revenues  and  lessen  the  effects  of 
fiscal  strain.  More  importantly,  the  study  finds  these  are 
not  competing  hypotheses  but  natural  corollaries  of  one 
another. 
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CHAPTER  1 

STATEMENT  OF  THE  PROBLEM 
Introduction 

During  the  fiscal  year  1953-1954  the  city  of 
Tallahassee,  Florida,  received  almost  one-half  of  its 
general  revenue  funds  from  the  sale  of  municipally  owned 
utilities  (Colberg,  1955) . Presently,  the  city  receives  39 
percent  of  its  general  budgeted  revenue  from  its  sale  of 
electric  utilities.  Tallahassee's  dependence  on  funds 
generated  from  the  sale  of  publicly  owned  goods  and  services 
is  neither  unigue  or  extreme.  For  example,  Fayetteville, 
North  Carolina;  Albany,  Georgia;  Galveston,  Texas; 
Huntsville,  Alabama;  and  Champaign,  Illinois,  all  were 
receiving  more  than  one-half  of  own  source  revenues  from 
enterprise  activities  by  1981  (Ammons  and  Dye,  1983).  Some 
cities  receive  even  greater  sums  from  the  profits  of  the 
sale  of  goods  and  services.  For  instance,  Plattsburg,  New 
York,  received  more  than  85  percent  of  its  budgeted  general 
revenue  from  proprietary  interests  (Dilorenzo,  1982) . Though 
the  situation  in  Plattsburg  is  not  the  norm  for  most 
American  cities,  it  cannot  be  denied  that  for  many 
communities  across  this  country  enterprise  funds  are  an 
important  source  of  local  revenue. 
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Public  enterprises  are  the  business-like  or  proprietary 
interests  of  various  governments.  There  are  three  broad 
categories  of  enterprises  activities:  unregulated, 
regulated, and  mixed  public  and  private  arrangements. 
Convention  halls,  recreational  facilities  (tennis  courts, 
golf  courses,  and  swimming  pools),  and  libraries  fit  one 
type  of  activity.  Such  ventures  usually  are  not  heavily 
regulated  by  government.  In  many  ways  they  are  analogous  to 
unregulated  private  businesses  which  the  private  sector  is 
either  unwilling  or  unable  to  provide.  A second  class  of 
activity  include  those  that  receive  more  government 
regulation  than  the  former.  "Utilities  such  as  water 
companies,  gas  companies,  electric  companies,  and  mass 
transit  systems  fall  within  this  category"  (Aronson  and 
Schwartz,  1981,  p.  175).  Agencies  that  fit  within  this 
category  are  often  regulated  by  boards  or  commissions 
established  to  monitor  fee  structures  and  various  and  sundry 
activities  assumed  by  any  particular  enterprise.  Airports, 
hospitals,  and  port  and  harbor  facilities  represent  yet  a 
third  type  of  enterprise  function.  Such  facilities  are  a 
hybrid  of  public  and  private  arrangements. 

Though  the  nature,  management,  and  use  of  public 
enterprise  funds  vary  greatly  among  governments,  in  most 
cases  financing  is  similar.  Operational  costs  are  met  by  the 
application  of  user  charges,  and  fees  and  capital  costs  are 
secured  by  general  revenue  bonds  as  opposed  to  general 
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obligation  bonds  which  are  backed  by  public  referendum  and 
the  taxing  authority  of  the  issuing  jurisdiction.  (Gitjan, 
1984).  If  user  charges  are  insufficient  to  cover  operation 
expenses  the  activity  is  subsidized  with  funds  from  general 
revenue  budget  and  when  activities  produce  a surplus  their 
profits  can  be  used  to  subsidize  some  other  good  or  service. 

Interestingly,  not  much  has  been  written  about  this 
subject,  especially  at  the  municipal  level.  Hopefully  this 
study  will  make  a significant  contribution  to  the 
theoretical  and  empirical  aspects  of  this  topic.  This 
research  is  designed  to  explore  the  political  and  budgetary 
implications  of  municipal  enterprise  functions. 

General  Background 

Public  or  at  least  quasi-public  enterprises  have  been 
around  since  the  early  founding  of  this  country.  Indian 
trading  posts,  canals,  harbors,  toll  roads,  and  even 
government  banks  were  among  the  first  'businesses'  to  be 
established  by  the  federal  government.  Among  those 
mentioned,  the  most  historically  significant  and  indeed 
controversial  were  the  national  banks.  The  First  and  Second 
Banks  of  the  U.S.  established  in  1790  and  1816, 
respectively,  were  owned  in  part  by  the  federal  government 
and  were  financially  successful  but  were  eventually  forced 
to  close  their  doors  to  the  political  critics  during  the 
Jacksonian  era:  it  was  argued  that  no  corporation  should 
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have  the  power  and  prestige  of  the  federal  government  behind 
it.  The  critics  argued  that  such  corporations  have  an  unfair 
advantage  over  similarly  privately  held  companies.  Moreover, 
the  constitutional  authority  which  granted  the  federal 
government  the  power  to  create  such  entities  was  questioned 
(Persons,  1934).  Consequently,  the  late  1820s  and  1830s  was 
the  period  when  the  federal  government  attempted  to  curtail, 
though  not  halt,  the  development  of  public  enterprises  at 
the  national  level. 

Enterprise  activities  have  been  and  continue  to  be  a 
not  so  insignificant  piece  of  the  federal  budget  and  its 
public  goods  package.  For  example,  during  fiscal  year  1987- 
1988  seven  percent  of  total  federal  revenues  were  generated 
by  the  government ' s proprietary  interests . The  largest 
business-like  company  of  the  national  government  is  the 
postal  service,  accounting  for  nearly  one-half  (42.4%)  of 
all  monies  collected  by  charges  or  approximately  $80  billion 
dollars  (ACIR,  1988). 

James  Maxwell  (1977)  notes  that,  following  the  lead  of 
the  federal  government,  state  jurisdictions  were  the  next 
level  of  government  to  venture  into  the  business  of 
commercial  enterprises  and  they  did  so  during  the  early  part 
of  the  19th  century.  This  was  a time  of  tremendous  growth 
and  prosperity  in  the  country.  Ten  new  states  joined  the 
union  between  1787  and  1820.  Foreign  capital  poured  into 
this  country,  and  the  states  were  ready,  willing,  and  able 
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borrowers  for  much  needed  monies  for  expansion  and 
development  of  an  infrastructure.  However,  the  economic 
prosperity  of  the  early  1800s  was  short  lived.  By  1832,  the 
United  States  found  itself  in  the  midst  of  a severe  economic 
downturn.  Many  state  enterprises  were  expensive,  high  risk 
ventures  and  unfortunately  proved  unprofitable,  and  with  the 
advent  of  a faltering  economy,  many  states  were  unable  to 
pay  their  debts  and  defaulted  on  loans  secured  to  finance 
the  ventures.  State  legislatures  reacted  by  establishing 
constitutional  guidelines  that  lowered  debt  ceilings  and 
prohibited  the  use  of  state  credit  for  the  public  and  quasi- 
public business  arrangements 
(Walsh,  1978). 

Interest  in  public  enterprise  was  renewed  yet  again  in 
the  latter  part  of  the  19th  century.  This  time  cities  rather 
than  the  states  were  eager  to  create  public  enterprises. 

Once  again,  it  was  a time  of  tremendous  growth  and  change, 
especially  for  the  nation's  cities.  Growth  was  induced  by 
technological  development  and  large  waves  of  immigration 
from  Europe.  The  physical  and  social  changes  taking  place  in 
America's  cities  created  the  opportunity  for  political  and 
economic  reform.  No  longer  would  big  city  politics  go  as 
usual;  no  longer  would  the  reign  of  big  city  bosses  go 
unchallenged;  and  no  longer  would  graft  and  corruption, 
characteristic  of  local  politics,  go  ignored  (Schap,  1986). 
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The  leading  principals  of  change  were  the  reformers  of 
the  Progressive  movement,  political  activists  who  demanded 
efficiency  in  government.  Cuts  in  public  spending,  public 
payroll  reductions,  and  an  end  to  graft  and  corruption  were 
the  basic  tenets  of  their  philosophy.  They  put  in  place 
structural  reforms  that  would  alter  the  way  public  business 
was  done.  Reformists  demanded  the  professional  and 
businesslike  management  of  government.  Government  efficiency 
was  the  prevailing  theme  of  American  politics  at  the  turn  of 
the  century,  especially  at  the  municipal  level.  Though  the 
manner  and  nature  of  local  government  reform  differed  among 
the  various  communities,  most  cities  considered  municipal 
ownership/public  enterprise  as  opposed  to  private  franchises 
as  an  option  congruent  with  the  notions  of  good  and 
efficient  government. 

Factors  affecting  decisions  of  municipal  ownership  were 
many  and  varied.  Chief  among  them,  however,  was  a distaste 
for  corruption  and  the  expensive  patronage  based  governments 
of  machine  politics.  Corruption  and  graft  existed  not  only 
in  the  day-to-day  operations  of  government  but  also  in  the 
corporations  that  were  granted  franchises  to  provide 
municipal  services.  Many  politicians,  for  example,  received 
kickbacks  for  franchise  privileges  which  were  granted  with 
little  regard  for  the  public's  welfare.  Newton  Baker, 
political  scientist  and  author,  writing  at  the  turn  of  the 
century,  describes  the  situation  as  follows: 
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. . . Those  who  felt  the  corruption  of  America's 
cities  most  keenly,  and  saw  its  causes  most 
clearly,  were  advocates  of  the  philosophy  as  they 
called  it,  municipal  ownership.  The  idea  being 
that  the  granting  of  great  privileges  for  the 
operation  of  public  utilities  (including 
electricity,  gas,  transportation  services  and  the 
like)  inevitably  tended  toward  corruption,  and 
that  the  answer  was  to  assimilate  our  practice  to 
the  experience  of  Europe  by  municipally  entering 
upon  projects.  (Baker,  1915,  p.  191) 

The  1920s  were  a prosperous  time  for  America  and  many 
of  the  reforms  of  the  progressive  movement  had  been 
realized.  Soon,  however,  came  the  Great  Depression  of  the 
1930s.  It  exacted  a heavy  toll  on  state  and  local  finances. 
Its  effect  upon  local  budgets  is  easy  to  describe  — 
diminished  receipts  and  increased  expenditures.  The 
Depression  destroyed  many  of  the  hopes  and  promises  of  the 
prosperous  and  gay  1920s.  Somehow,  state  and  local 
governments  were  able  to  survive  the  early  years  of  the 
depression,  in  spite  of  the  hands-off  approach  adopted  by 
the  federal  government.  President  Hoover's  remedy  during 
these  difficult  times  for  states  and  cities  was  based  on  a 
stern  belief  in  local  responsibility  and  initiative  (Walsh, 
1978)  . 

Unlike  President  Hoover,  Franklin  Roosevelt's  New  Deal 
administration  did  much  to  aid  cities  and  to  encourage  the 
development  of  government  enterprises.  For  example,  the 
Reconstruction  and  Finance  Corporation  (RFC)  financed  many 
public  authorities  during  the  Depression.  Under  Roosevelt's 
administration  the  RFC  loaned  cities  $1.5  billion  dollars 
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for  locally-owned,  revenue-producing  projects,  five  times  as 
much  aid  as  a reluctant  Hoover  administration  had  granted  to 
cities . 

President  Roosevelt  not  only  encouraged  the  creation  of 
public  enterprises  by  providing  dollars,  he  also  encouraged 
state  and  local  governments  to  write  enabling  legislation 
for  such  purposes.  In  fact,  by  1948  all  but  a few  states  had 
adopted  legislation  to  that  effect.  Since  World  War  II, 
state  and  local  acceptance  and  use  of  public  enterprise 
activities  has  increased.  Indicative  of  increased  approval 
is  the  tremendous  growth  observed  in  the  amount  of  revenue 
bond  financing  incurred  by  municipalities  and  the 
contribution  user  charges  and  fees  make  to  the  overall 
revenue  package. 

Revenue  bond  sales  are  a good  indicator  of  public 
enterprise  activity  because  they  are  the  most  often  utilized 
means  of  financing  goods  and  services  to  which  fees  and 
charges  are  applied.  Usually  public  enterprises  are  not 
backed  by  the  full  faith,  credit,  and  taxing  authority  of 
the  municipal  entity.  Instead,  they  are  backed  by  the 
revenue  potential  of  the  project  or  service  (Gitajn,  1984). 

Table  1-1  shows  a sustained  and  increasing  dependence 
on  the  sale  of  revenue  bonds  since  the  early  postwar  years. 
The  table  shows  that  the  amount  of  debt  issued  in  the  form 
of  revenue  bonds  has  increased  dramatically  in  recent  years. 
In  1980  the  amount  revenue  bond  debt  sold  equaled  $34.3 
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billion;  by  1984  that  sum  had  more  than  doubled  to  $76 
billion.  Even  though  the  amount  of  general  obligation  debt 
sold  has  also  increased  over  the  past  several  decades,  its 
rate  of  growth  has  not  been  as  dramatic.  From  1950  to  1984 
the  sale  of  GOB  debt  increased  at  an  average  of  26.2  percent 
per  year  whereas  the  sale  of  revenue  bond  debt  increased  an 
average  of  48.05  percent  per  year. 


Table  1-1 

Municipal  Debt,  1950-1984  ($  billions) 


Year 

GOBs 

% 

Increase 

Revenue 

Bonds 

% Total 

increase  Debt 

1950 

3.1 

- 

0.6 

— 

3.7 

1955 

4.3 

27.9 

1.7 

64.7 

6.0 

1960 

5.2 

17.3 

2.1 

19.0 

7.3 

1965 

7.8 

33.3 

3.5 

40.0 

11.3 

1970 

12.1 

35.5 

6.1 

42.6 

18.2 

1975 

16.1 

24.8 

14.5 

57.9 

30.6 

1980 

14.1 

-2.0 

34.3 

57.3 

48.4 

1984 

26.4 

46.6 

76.1 

54.9 

102.5 

Source:  Management  Policies  in  Local  Government  Finance,  by 
J.R.  Aronson  and  Eli  Schwartz  (eds.),  third  edition,  1987. 


Table  1-2  shows  how  increasingly  important  the  sale  of 
goods  and  services  have  become  to  municipal  government  as  a 
source  of  revenue.  There  was  an  actual  decline  in  the 
percent  of  user  charges  as  a percent  of  local  revenue 
between  1967  and  the  1970s,  an  era  characterized  by  large 


10 


contribution  or  grants  from  state  and  federal  sources. 

During  the  1980s;  however,  charges  as  a portion  of  municipal 
revenues  increased  as  intergovernmental  spending  declined 
and  criticisms  of  property  taxes  grew  stronger.  The  decline 
in  the  significance  of  property  taxes  has  been  especially 
dramatic.  In  1967  property  taxes  represented  30  percent  of 
all  revenues,  but  by  1987  they  contributed  only  16  percent 
to  the  revenue  package.  On  the  other  hand  charges  in  1977 
represented  29  percent  of  the  total  income  package  but  by 
1982  that  figure  had  increased  to  37  percent  and  by  1987 
they  had  grown  to  represent  approximately  39  percent  of 
budgeted  revenues. 

Table  1-2 


Municipal 

Revenue  Sources  (Percentages) 

1967-1987 

Year 

Property 

taxes 

User 

Charqes 

Insurance 

Int. 

Govt. 

Other 

taxes 

1967 

.30 

.31 

.03 

.21 

.13 

1972 

.26 

.29 

.03 

.27 

.12 

1977 

.21 

.29 

.03 

.33 

.12 

1982 

.17 

.37 

.03 

.27 

.13 

1987 

.16 

.39 

.06 

.22 

.14 

SOURCE:  U.S.  Bureau  of  the  Census,  Government  Finances  in 

1967,  1972,  1977,  1982,  1987,  GCF-67,  72,  77,  82,  and  87; 
no.  4 (Washington,  D.C. : U.S.  Govt.  Printing  Office). 


Tables  1-1  and  1-2  indicate  that  of  public  enterprise 
functions  are  an  integral  component  of  the  municipal  revenue 

\Lv 

package.  The  reasons  for  the  increased  use  of  public 
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enterprises  are  varied,  however.  Greater  public  acceptance 
of  user  charges  as  a means  to  generate  revenue  and  the 
worsening  fiscal  condition  of  many  of  the  nation's  cities 
are  two  of  the  more  common  explanations. 

Polls  taken  in  1981,  1986,  and  1987  by  the  Advisory 
Commission  on  Intergovernmental  Relations  (ACIR) 
consistently  point  to  user  charges  as  among  the  preferred 
means  of  raising  revenue.  The  surveys  suggest  a desire  among 
Americans  to  lessen  their  overall  reliance  on  general 
taxation  as  a revenue  generating  source.  For  example,  the 
1987  survey  shows  that  33  percent  preferred  user  charges;  20 
percent  preferred  increased  sales  taxes;  17  percent 
preferred  no  new  taxes;  and  3 percent  preferred  increasing 
property  taxes  (ACIR,  1987). 

In  addition  to  a growing  acceptance  of  user  charges, 
many  of  the  nation's  cities  have  been  subjected  to  a growing 
number  of  state  imposed  tax  and  expenditure  limitations 
(TELS),  a reduction  in  federal  assistance,  and  a declining 
tax  base.  All  of  these  factors  have  forced  many  cities  to 
look  beyond  conventional  sources  of  revenue. 

Tax  and  expenditure  limitations  are  revenue  and  expense 
restraints  imposed  on  local  governments  by  the  states.  They 
are  designed  for  the  purpose  of  controlling  the  size  of 
government,  reducing  local  dependence  on  the  much  criticized 
property  tax,  and  decreasing  the  cost  of  public  services 
(Raimond,  1983).  There  are  several  types  of  revenue 
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expenditure  restraints:  overall  property  tax  limits,  general 
revenue  limits,  general  expenditure  limits,  limits  on 
assessment  increases,  and  full  disclosure  requirements.  The 
most  common  restraint  is  the  limit  on  property  tax 
assessment  increases,  the  key  source  of  local  revenues. 

Today  more  than  27  states  have  imposed  one  form  of  TEL  or 
another  on  Local  jurisdictions  (Howard,  1982). 

California's  Proposition  13,  Proposition  2 1/2  of 
Massachusetts,  and  the  Handcock  Amendment  of  Missouri  are 
three  of  the  more  notable  TELs.  The  concern  of  many  scholars 
has  been  the  manner  by  which  cities  have  responded  to  the 
fiscal  pressures  resulting  from  these  budgetary  restraints. 
Several  studies  have  noted  an  increase  in  enterprise 
activity  in  states  imposing  tax  and  expenditure  limitations 
on  local  jurisdictions  (Dimmock,  1987  and  Sharp  and  Elkins, 
1987)  . 

In  addition  to  increased  use  of  TELs,  many  of  the 
nation's  communities  in  recent  years  have  also  experienced  a 
decrease  in  federal  assistance.  The  decline  of  federal  aid 
to  cities  has  created  a severe  fiscal  shortage  for  many 
local  budgets . Over  the  past  few  decades  cities  had  become 
quite  dependent  on  federal  assistance.  For  example,  the 
number  of  available  grants  to  local  governments  increased 
from  181  in  1963  to  more  than  530  by  1981.  More  importantly, 
federal  dollars  as  a percent  of  local  budgets  had  also 
sharply  increased  (see  Table  1-2). 
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President  Johnson's  administration  of  the  1960s 
heralded  in  an  era  of  "creative  federalism,"  an  era  in  which 
federal  aid  as  a percentage  of  state  and  local  budgets 
increased  from  12  percent  in  1955  to  more  than  18  percent 
only  ten  years  later.  By  1980  and  the  close  of  the  Carter 
administration,  grants  and  aid  to  state  and  local 
governments  averaged  30  percent  of  total  revenues.  Federal 
aid  to  cities  began  to  taper  off  under  Reagan's  leadership. 
Reagan's  era  of  "New  Federalism"  would  delegate  greater 
financial  responsibility  to  state  and  local  government  for 
the  provision  and  financing  of  many  public  services.  Direct 
federal  assistance  under  Reagan  declined  at  a 5.3  percent 
annual  rate  and  by  the  end  1987  the  portion  of  federal 
dollars  going  to  state  and  local  governments  fell  to  its 
lowest  in  twenty  years  (Kamer , 1983 ) . 

A declining  tax  base  for  many  larger  cities  is  also  a 
factor  negatively  affecting  local  revenues.  Some  scholars 
(Rubin,  1982)  argue  that  many  cities  are  experiencing  a 
decline  in  population,  a change  in  the  composition  of  the 
remaining  population,  and  city-to-suburb  job  shifts. 
Significant  changes  in  the  composition  of  the  population, 
and  social  and  economic  structure  of  cities  can  and  have  had 
a profound  impact  on  the  quantity  and  quality  of  services 
they  provide.  Rubin  (1982)  and  others  explain  that  the  out- 
migration of  many  affluent  and  middle-class  residents  has 
left  many  cities  with  an  urban  population  that  is  poorer. 
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less  educated,  and  in  need  of  greater  public  assistance  than 
neighboring  suburban  communities.  In  addition,  many  of  the 
affluent  and  middle-class  families  living  on  the  urban 
fringe  or  in  the  suburbs  use  services  provided  and  financed 
by  core  cities  to  fulfill  their  public  good  needs.  The 
result  has  been  an  onerous  burden  for  those  people  and  areas 
least  able  to  shoulder  such  financial  responsibilities 

The  Florida  Experience 

The  purpose  of  this  study  is  to  assess  the  effects  of 
municipal  enterprise  activities  on  municipal  budgets  and  to 
analyze  the  relationship  between  them  and  various  political, 
fiscal,  and  socioeconomic  characteristics  of  a sampled  group 
of  cities  within  the  state  of  Florida.  The  study  is  intended 
as  a descriptive  and  explanatory  endeavor.  It  is  an 
investigation  of  public  enterprise  functions  in  216 
municipalities  with  populations  over  2,500. 

Cities  within  the  state  of  Florida  provide  an  excellent 
opportunity  for  the  study  of  public  enterprises.  The 
diversity  and  growth  of  the  state's  population  during  the 
past  decade  enables  a thorough  examination  of  social, 
economic,  and  political  factors  relevant  to  this  study: 
population  growth,  race/ethnicity,  age,  political 
orientation,  and  structural  reforms. 

Florida's  population  over  the  past  decade  increased  by 
nearly  one-third,  totaling  more  than  14  million  people  and 
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producing  a significant  change  in  the  state's  sociological 
profile.  Recent  studies  have  shown  that  age,  previous  place 
of  residence,  and  race/ethnicity  are  related  to  ones ' s 
attitude  toward  taxes  and  other  revenue  sources.  For 
example,  a poll  by  David  F.  Sly  (1989)  indicates  that 
Florida's  older  residents  are  opposed  to  higher  taxes, 
particularly  property  taxes  and  a recently  discussed  state 
income  tax.  The  poll  suggest  that  the  very  same  residents 
would  be  more  receptive  to  greater  use  of  charges  and  fees. 

Florida  has  an  Hispanic  and  African-American  population 
larger  than  the  national  averages  of,  12.2  percent  and  13.5 
percent,  respectively.  Polls  show  that  they  are  more  than 
twice  as  supportive  of  tax  cuts  than  Caucasian  residents. 

The  same  poll  also  found  twice  as  much  support  for  a 
reduction  in  taxes  among  low  income  groups  than  their 
affluent  counterparts  (Parker , 1989 ) . 

The  observed  changes  in  sociological  aspects  of 
Florida's  population  portends  a significant  change  for  the 
state's  political  environment  as  well.  For  example,  today 
the  state  is  more  of  a two  party  state  than  it  was  a decade 
ago.  For  example,  in  1980  21  percent  of  registered  voters 
identified  themselves  as  Republicans,  34  percent 
independent,  and  45  percent  aligned  themselves  with  the 
Democratic  party.  By  1985  35  percent  called  themselves 
Republicans,  30  percent  independents,  and  only  35  percent  as 
Democrats.  Republicans/conservatives  are  twice  as  likely  to 
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favor  a reduction  in  taxes  as  liberals  (Parker,  1989).  In 
brief,  the  demographic  changes  having  taken  and  taking  place 
within  the  state  have  significantly  altered  the  population's 
attitude  toward  taxes  and  various  other  revenue-generating 
sources  including  user  charges  and  public  enterprise 
activities . 

There  are  other  features  of  Florida's  political 
environment  that  add  to  its  value  as  an  important  place  of 
study.  Beginning  in  1974,  Florida  passed  a series  of 
comprehensive  growth  management  bills  that  compel 
communities  to  prepare  comprehensive  plans.  The  most  recent 
legislation,  the  1985  Growth  Management  Act  seeks  to  ensure 
that  new  development  will  not  be  permitted  unless  adequate 
infrastructure  is  concurrently  developed.  This  pay-as-you-go 
approach  puts  an  inordinate  amount  of  economic  pressure  on 
localities.  Consequently,  local  jurisdictions  have  been 
frantically  pursuing  viable  sources  of  revenue  fearing 
rejection  of  local  option  sales  taxes  and  increased 
dependence  on  the  already  much  maligned  property  tax.  In 
response  many  of  Florida's  communities  have  looked  to 
greater  use  of  development  impact  fees,  but  it  is  unlikely 
that  they  alone  will  be  enough  to  meet  the  growing  economic 
demands  placed  on  cities  and  counties  by  rapidly  expanding 
populations  and  the  Growth  Management  Act  of  1985. 

Florida's  cities  and  counties  are  also  saddled  with 
the  burdensome  costs  of  expensive  state-imposed  mandates. 
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The  Florida  League  of  Cities  has  determined  that  the  state 
has  placed  more  that  225  unfunded  mandates  on  local 
governments  since  1980.  The  league  has  estimated  the  costs 
to  Florida's  cities  and  counties  to  be  between  $600  million 
and  $1  billion  dollars. 

The  State  of  Florida  also  imposes  several  statutory 

constraints;  the  manner  by  which  revenues  are  raised,  the 

way  local  governments  qualify  for  receiving  revenues,  and 

the  manner  by  which  revenues  are  expended  ( Bradley, 1989 ) . 

At  the  same  time  federal  and  state  aid  to  cities 

within  the  Florida  has  decreased.  Federal  aid  dropped  from  a 

high  of  $110  billion  dollars  in  1978  to  $90  billion  by  1988. 

More  importantly,  the  type  of  funds  going  to  the  cities  has 

also  changed.  For  example, 

In  1975,  67  percent  of  federal  aid  to  the  state  and 
the  cities  went  to  assist  in  the  finance  of  capital 
projects  and  33  percent  represented  transfers  to 
individuals.  In  contrast,  in  1988  only  48  percent  of 
all  federal  aid  went  to  the  state  and  its  cities  for 
such  services  as  education,  transportation,  and  public 
health  while  52  percent  was  allocated  as  transfer 
payments  to  individuals.  (ACIR,  1987,  p.  25) 

In  addition  to  a reduction  of  federal  aid,  Florida's 

cities  have  also  suffered  a decline  in  grants  and  aid  from 

the  state.  Though  the  dollar  amount  of  aid  to  cities  and 

counties  has  increased  from  the  state  in  recent  years,  a 

study  by  Robert  Bradley  (1989)  shows  that  once  adjustments 

for  inflation  are  made  the  state  actually  awarded  less  to 

cities  in  1987  than  it  did  in  1973. 
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In  sum,  there  are  several  factors-  social,  economic, 
and  political— with  which  Florida’s  cities  must  deal  over 
the  next  decade  which  compel  them  to  investigate  further  the 
political  and  budgetary  implications  of  public  enterprises. 
The  current  fiscal  predicament  within  which  the  state's 
cities  find  themselves  substantiate  the  need  for  this  study 
and  why  they  were  chosen  as  the  unit  of  analysis. 

The  study  adds  to  the  theoretical  literature  by  either 
supporting  or  challenging  major  propositions  describing  the 
political  and  budgetary  implications  of  the  business-like 
activities  of  local  municipal  jurisdictions.  The  study  is 
designed  to  investigate  an  array  of  enterprise  activities 
provided  by  cities  within  the  state  of  Florida.  The  study 
will  explore  the  effect  of  enterprises  on  local  budgets  and 
what  that  may  mean  to  local  taxpayers.  Therefore,  this 
report  has  practical  implications.  Hopefully,  the  findings 
will  prove  helpful  to  communities  considering  adopting  or 
making  greater  use  of  public  enterprises.  The  proposed  study 
also  has  research  implications.  This  is  one  of  only  a few 
studies  that  attempt  to  examine  a broad  array  of  enterprise 
functions,  and  is  one  of  only  a few  studies  that  examine  a 
large  sample  of  cities.  The  methodology  allows  for  a 
thorough  and  comprehensive  approach  to  the  study  of 
enterprise  funds  and  their  impact  on  local  budgets  and 
politics . 


CHAPTER  2 

GENERAL  REVIEW  OF  LITERATURE 
The  Orthodox  Theory  of  Public  Goods  Delivery 

The  benefits  and  advantages  of  public  enterprises  are 
espoused  by  a community  of  scholars  within  the  Public  Choice 
school  of  Public  Administration.  The  public  choice  approach 
was  developed  during  the  middle  and  late  1960s.  It  offers 
students  and  academics  a different  approach  to  the  study  of 
public  administration. 

Traditional  public  administration  theory  differs 
significantly  from  public  choice.  Woodrow  Wilson,  the 
"father"  of  modern  day  public  administration,  developed  a 
theory  of  the  field  vastly  different  from  its  modern  day 
version.  The  central  propositions  of  Wilson's  theory  are  as 
follows : 

1.  Bureaucracy  should  be  controlled  by  a single  center 
of  power. 

2.  Power  becomes  irresistible  when  divided. 

3.  Politics  and  administration  are  separate. 

4.  Centralization  and  hierarchical  ordering  maximize 
efficiency. 

5.  Professionally  trained  civil  servants  provide  the 
basis  for  good  administration  (Ostrom,  1974). 
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Wilson's  theory  of  Public  Administration  would  not  go 
seriously  challenged  for  many  years.  Luther  Gulick  (1937) 
mounted  the  first  challenge.  He  developed  a principle  of 
homogeneity  that  brought  into  question  the  dangers  of 
combining  two  or  more  nonhomogeneous  functions  for  the  sake 
of  a centralized  hierarchy.  Gulick  argued  that 
incompatibility  of  task  and  function  can  inhibit  efficiency. 
In  short,  the  principle  of  homogeneity  questions  the 
efficiency  or  perfection  of  hierarchical  ordering  so 
important  to  Wilson's  thesis. 

It  was  Herbert  Simon  (1957),  however,  who  more 
seriously  criticized  the  principles  of  public  administration 
developed  by  earlier  scholars.  Simon  argued  that  many  so- 
called  principles  of  administration  were  little  more  than 
proverbs,  incompatible  and  contradictory.  He  argued  that 
there  is  no  reason  for  assuming  perfection  in  hierarchical 
ordering.  Efficiency,  Simon  suggested,  is  best  achieved  by 
selecting  among  choices  that  produce  the  greatest  result 
from  a given  application  of  resources  (Ostrom,  1974).  Simon 
challenged  the  profession  to  evaluate  alternate  forms  of 
organization  to  determine  their  relative  efficiency. 

One  group  of  scholars  eager  to  accept  Simon's  challenge 
and  help  define  a new  public  administration  were  public 
choice  scholars.  One  of  the  leading  proponents  of  the  school 
is  Vincent  Ostrom.  He  has  been  expressly  critical  of 
traditional  public  administration  students  and 
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practitioners.  Ostrom  asserts  that  mainstream  public 
administration  has  been  too  concerned  with  the  efficiency  of 
the  administrative  process,  efficiency  sought  through 
mechanisms  of  centralization  and  control.  The  result,  he 
extolls,  has  been  nothing  less  than  an  intellectual  crisis, 
manifesting  itself  in  a lack  of  confidence  and  inability  to 
deal  with  increasingly  difficult  problems. 

Separating  public  choice  theory  from  the  main  body  of 
public  administration  literature  is  the  application  of 
economic  reasoning  and  methodology  to  political  phenomena. 

Of  particular  concern  to  public  choice  scholars  within 
public  administration  is  how  the  theory  applies  to  the 
delivery  of  scarce  public  goods  and  limited  public  services. 
The  answer  they  believe  is  found  in  the  cost  calculus.  An 
equation  that  emphasizes  the  accomplishment  of  a specific 
objective  at  least  cost,  or  a higher  level  of  performance  at 
a given  cost.  Organizational  form  and  size  is  dictated  by 
the  nature  of  the  good  and  service  to  be  provided.  Key  to 
public  choice  and  its  views  of  efficiency  is  its  view  of  the 
nature  of  public  goods. 

The  Nature  of  Public  Goods 

Public  goods,  sometimes  called  collective  goods,  are 
characterized  by  two  traits:  joint  consumption  and 
nonexclusion.  Joint  consumption  refers  to  the  notion  that 
the  quantity  or  quality  of  a good  is  not  appreciably  reduced 
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when  consumed  by  one  or  more  indiwic&ials  (Savas,  1982).  A 
street  light  is  an  example  of  a public  good  that  may  be 
jointly  consumed.  For  example,  a Hss&jorist  making  use  of  the 
light  emitted  by  a street  lamp  does  not  diminish  (or 
consume)  the  amount  or  quality  of  light  available  to  other 
motorists . 

Nonexclusion  refers  to  the  practical  or  technical 
inability  of  excluding  from  consumption  people  who  do  not 
render  payment  for  a good  or  service — free  riders.  The 
spillover  effect  or  free  rider  problem  refers  to  the 
benefits  or  costs  (externalities)  that  accrue  to  parties 
other  than  the  purchaser  (Schafritz,  1985).  Again  street 
lighting  is  a good  example.  Any  passing  motorist,  from  any 
jurisdiction  can  make  use  of  the  light  emitted  from  a street 
lamp  although  he  does  not  pay  taxes  or  fees  to  the  community 
providing  the  service. 

Joint  consumption  and  nonexclrssion  describe  the  basic 
characteristics  of  public  goods;  the  terms  do  not  describe 
the  manner  by  which  such  goods  are  financed.  However, 
because  public  goods  exhibit  such  traits  it  is  difficult  to 
deny  or  identify  individual  benef iciaries . Consequently, 
many  public  goods  are  financed  by  the  collective  via  a 
general  tax.  Public  choice  scholars,  however,  are  eager  to 
point  out  that  many  public  goods  and  services  are  not 
"pure";  they  fall  along  a continuum  of  purely  public  or 
purely  private.  In  short,  many  so  called  public  goods  have 
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private  good  characteristics,  little  spillover,  individual 
beneficiaries,  and  limited  availability.  Public  choice 
theorists  argue  that  since  public  goods  (merit  goods) 
exhibit  private  goods  characteristics  (merit  goods)  absorb 
scarce  resources  for  individual  benefit  it  is  efficient  to 
price  or  charge  for  their  consumption  (ACIR,  1987). 

Figure  2-1  depicts  public  and  private  goods  and  how 
they  can  be  arrayed  along  a continuum  indicating  various 
degrees  of  joint  consumption  and  exclusion.  Figure  2-1 
shows  that  where  the  potential  to  exclude  consumers  is  high 
market  arrangements  are  feasible.  Fees  or  charges  are 
appropriate  for  these  toll  or  merit  type  goods.  Though  toll 
and  private  goods  are  similar  in  that  both  are  marketable, 
there  is  an  important  difference  between  the  two.  When 
private  goods  are  purchased  by  a consumer  they  are  no  longer 
available  for  use  by  others.  On  the  other  hand,  toll  goods 
when  "purchased"  by  an  individual  does  not  necessarily 
preclude  use  by  others . 

Where  market  arrangements  are  not  feasible  it  is 
impractical,  if  possible,  to  exclude  individuals  from  making 
use  of  a good  or  service.  In  other  words,  it  would  be 
difficult  to  charge  for  individual  consumption.  In  summary, 
public  goods  that  possess  high  degrees  of  excludability  and 
joint  consumption  have  marketable  characteristics  and  are 
appropriate  for  a fee  or  charge.  Often  such  goods  are  known 
as  toll  or  merit  goods. 
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Low 


JOINT  CONSUMPTION 

High 


High 


Exclusion 


Low 


MARKET  ARRANGEMENT 
FEASIBLE 

Private  Goods  - 
High  excludability  and 
low  joint  consumption 
(Food,  clothes, 
and  cars) 

MARKET  ARRANGEMENT 
FEASIBLE 

Toll  Goods  - 
High  excludability 
and  high  joint 
consumption  (utilities 
and  turnpikes) 

MARKET  ARRANGEMENT 

MARKET  ARRANGEMENT 

NOT  FEASIBLE  - 

NOT  FEASIBLE 

Common  Pool  Goods  - 

Public  Goods  - 

Low  exclusion  and  low 

Low  excludability  and 

joint  consumption 

high  joint  consumption 

(Air,  Ocean  fish,  etc.) 

(Police,  etc.) 

Figure  2-1.  MARKET  AND  NONMARKET  ARRANGEMENTS  OF 
PUBLIC  GOODS 


Merit  or  toll  goods  are  central  to  the  public  choice 
argument.  Such  goods,  it  is  argued,  offer  government 
officials  the  opportunity  to  explore  various  methods  of 
service  delivery  and  the  opportunity  to  make  use  of  market 
or  quasi-market  mechanisms  (pricing  and/or  competition). 
Public  choice  scholars  make  their  case  for  user  charges  and 
public  enterprises  based  on  a concern  for  three  issues: 
efficiency,  equity,  and  revenue  potential. 
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Efficiency 

The  individual  is  at  the  center  of  public  choice 
theory.  It  makes  certain  assumptions  about  the  individual. 
The  individual  citizen  is  presumed  to  be  a self  interested, 
rational,  and  maximizing  being  (Ostrom,  1974).  Self  interest 
refers  not  so  much  to  the  notion  that  people  are  selfish  but 
to  the  realization  that  individuals  have  different 
preferences;  rational  refers  to  the  assertion  that 
individuals  can  rank  alternatives  in  some  manner;  and 
maximizer  refers  to  the  notion  that  individuals  seek  the 
highest  net  benefit  in  any  decision  situation  (Denhardt, 

1984) . 

Adherents  of  the  public  choice  approach  argue  that 
demand  and  provision  of  public  services  are  often  distorted 
in  the  absence  of  market  mechanisms.  Proponents  of  the 
school  contend  that  the  public  service  consumers,  providers, 
and  institutional  arrangements  inhibit  efficient  and 
equitable  delivery  of  many  goods  and  services. 

In  the  private  sector,  consumers  make  their  preferences 
known  by  purchasing  various  goods  and  services  from 
suppliers.  Demand  is  indicated  by  willingness  to  pay. 

However,  in  the  public  sector  demand  is  expressed  through 
one  or  more  political  acts  that  must  suffice  as  a barometer 
of  public  wants.  Voting,  lobbying,  petitions,  and  public 
hearings  are  but  a few  examples  of  political  acts  by  which 
consumers  of  public  goods  and  services  can  express  their 
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demands  (Bish  and  Ostrom,  1973) . Public  choice  scholars 
argue  that  these  acts  are  an  imprecise  indicator  of  what 
the  public  wants  or  needs  and  frequently  lead  elected 
officials  to  supply  too  much  or  too  little  of  a public  good 
or  service.  In  short,  what  political  leaders  produce  is 
largely  the  by-product  of  the  ability  of  political 
participants  and  the  acts  in  which  they  engage  to  gain  the 
attention  and  commitments  of  policy  makers. 

Bish  and  Ostrom  (1973)  argue  that  the  political 
allocation  of  goods  and  services  makes  it  difficult,  if  not 
impossible,  to  assess  the  true  demand  for  public  services. 
The  authors  note,  for  example,  that  the  act  of  voting  has 
several  weaknesses,  whether  voting  on  the  candidates  or  the 
issues.  A single  vote  (for  a candidate)  usually  has  to  serve 
as  an  expression  of  support  on  many  fronts.  For  instance, 
a vote  for  a mayoral  candidate  may  be  an  endorsement  of  his 
position  on  crime  prevention;  however,  it  should  not  be 
taken  as  a blanket  endorsement.  The  candidate's  and  voter's 
positions  on  growth  management  may  be  quite  different. 

Similar  distortions  of  consumer  policy  preferences  can 
exist  even  when  voting  on  specific  issues.  Distortion  can 
occur  as  a result  of  limited  policy  options  offered  by 
executive  and  legislative  branches  of  the  government  to  the 
voting  public.  Even  where  political  acts,  such  as  petitions 
and  public  hearings,  allow  for  a more  precise  indication  of 
public  wants  the  cost  and  opportunity  for  access  to  the 
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system  will  be  different  for  different  citizens  and 
consequently  produce  unequal  or  distorted  results. 

The  demand  for  services  within  a community  by  residents 
also  can  be  impacted  or  distorted  by  the  free-rider  or 
spillover  problem.  Ostrom  (1971)  claims  that  because  the 
individual  by  nature  is  self-interested  he  will  always 
attempt  to  maximize  his  net  welfare.  He  will  do  this  by 
attempting  to  acquire  the  good  or  service  at  minimum  cost  to 
himself.  Ostrom  claims  that  individuals  may  not  be  motivated 
to  articulate  their  own  honest  preferences  for  a common  good 
if  others  provide  the  good  that  can  be  enjoyed  by  all.  Thus, 
by  concealing  true  preferences  some  individuals  can  make  use 
of  a good  and  at  the  same  time  avoid  paying  their  fair 
share.  Public  choice  scholars  also  argue  that  public  service 
providers,  institutional  arrangements,  along  with  consumers 
also  have  a hand  in  the  demand  distortion  equation. 

For  example,  public  choice  scholars  note  the  importance 
of  the  majority  and  how  that  influences  the  behavior  of 
elected  officials  who  like  all  other  participants  in  the 
public  choice  model  are  assumed  to  be  rational  and 
maximizers.  Rationality,  as  used  in  this  context,  alludes  to 
the  notion  that  elected  officials,  when  confronted  with  a 
decision,  will  consider  the  various  options,  their 
likelihood  of  occurance,  and  the  value  they  hold  for  the 
official  as  well  as  his  constituency.  The  rational 
politician  will  then  select  the  option  that  holds  the 
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greatest  value  to  him  (Black,  1972). 

Ostrom  notes  that  this  reality  will  have  significant 
implications  for  the  strategy  of  those  who  are  elected  and 
must  endure  periodic  elections  to  maintain  office. 


If  representatives  are  aware  of  their  constituent 
preferences,  the  task  of  developing  a winning 
coalition  depends  upon  the  formulation  of  a program 
that  will  occupy  the  median  position  of  voter 
preferences.  . . . Under  these  circumstances,  persons 
in  political  or  administrative  leadership  would  have  an 
incentive  to  formulate  a program  oriented  to 
median  voter  preferences  officials  would  then  choose 
the  alternative  . . . which  most  clearly  approximates 
the  median  position.  (Ostrom,  1971,  p.  203) 


Such  conditions  may  be  applicable  or  even  appropriate 
where  there  is  relatively  uniform  demand  in  relation  to 
community  interests.  However,  where  differences  between  and 
among  neighbors  are  dramatic  and  many,  the  implications  for 
the  political  minorities  and  their  service  demands  can  be 
repressive.  In  short,  because  of  the  rational  self- 
interested  nature  of  the  elected  officials  their  decisions 
can  and  do  fail  to  reflect  the  policy  preferences  of  the 
many  diverse  neighborhoods  in  some  areas,  and  consequently 
produce  a distorted  view  of  public  demands. 

Gordon  Tullock  (1965)  and  Anthony  Downs  (1967) 
developed  a similar  model  for  a rational  self-interested 
bureaucrat.  However,  William  Niskanen  (1971)  pointed  out 
that  they  fail  to  examine  the  significance  of  such  behaviors 
on  budget  policy  outputs.  He  explains  that  the  politics  of 
bureaucracy  tends  toward  unresponsiveness  and  inefficiency 
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because  of  the  nature  of  bureaucrats.  Among  the  factors  that 
may  enter  the  bureaucrat's  decision  equation  are  the 
following:  salary,  perquisites  of  the  office,  public 
reputation,  power,  patronage,  ease  of  making  changes,  and 
ease  of  managing  the  bureau.  Any  or  all  of  which  can  and  do 
distort  policy  output,  produce  inefficiency,  and  or 
unresponsiveness . 

Niskanen  argues  that  the  budget  maximization  assumption 
is  not  necessarily  based  on  a cynical  interpretation  of  the 
personal  motivations  of  bureaucrats.  Some  bureaucrats,  by 
either  predisposition  or  indoctrination,  undoubtedly  try  to 
serve  (their  perception  of)  the  public  interest.  However, 
one  person  who  serves  his  personal  interest  or  a different 
public  interest  is  often  sufficient  to  prevent  others  from 
serving  their  perception  of  the  public  interest.  Niskanen 
goes  on  to  add  that  problems  are  enhanced  by  the  fact  that 
the  legislature  and  executive  are  often  forced  to  rely  on 
budget  information  provided  by  bureaus  who  usually  maintain 
a monopoly  of  information  concerning  the  costs  necessary  to 
supply  a specific  service  or  good. 

Public  choice  adherents  claim  many  of  the  above  causes 
of  service  inefficiency  can  be  reduced  or  eliminated  by 
imposing  market  arrangements  where  possible.  They  assert 
that  a fee-based  system  is  a quicker  and  more  precise  signal 
of  service  demands.  Moreover,  demand  for  specific  services 
will  be  reduced  because  only  those  individuals  who  are 
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willing  to  pay  will  be  served,  and  that  number  will  be 
smaller  because  the  service  is  no  longer  free.  Furthermore, 
it  is  argued  that  a fee  based  system  can  foster  greater 
efficiency  because  public  awareness  of  the  true  costs  of 
programs  is  increased  (ACIR,  1987). 

Equity 

The  tax  system  is  based  on  the  notion  that  everyone 
should  contribute  his  or  her  fair  share.  Horizontal  and 
vertical  equity  are  terms  that  help  to  clarify  what  is  meant 
by  fair  share.  Conceptually,  horizontal  equity  proposes  that 
the  distribution  of  taxes  among  people  of  equal  situation 
should  be  equal.  In  this  context,  equal  situation  refers  to 
individuals  who  consume  the  same  or  nearly  equal  portions  of 
public  goods  and  services. 

Vertical  equity  proposes  that  as  wealth  increases  one's 
tax  obligations  should  grow.  Vertical  equity  is  more  in  line 
with  the  term  social  equity  as  used  by  adherents  of  the  New 
Public  Administration  school;  the  correction  of  existing 
imbalances  or  greater  benefits  for  the  most  disadvantaged. 

The  leading  principles  of  taxation,  benefit  theory  and 
ability-to-pay,  are  founded  on  divergent  notions  of  equity. 
Benefit  theory  refers  to  the  notion  that  taxes  should  be 
apportioned  among  people  in  relation  to  the  benefits  they 
receive.  It  links  taxes  to  services  rendered.  A user  charge 
is  analogous  to  a beneficiary  tax.  Supporters  assert  that 
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equity  is  enhanced  because  it  is  a charge  to  all  consumers 
whether  or  not  they  reside  in  a jurisdiction;  moreover,  it 
can  be  imposed  on  service  user  who  would  otherwise  escape 
taxation  via  some  form  of  exemption.  In  short,  user  charges 
tend  to  lessen  the  free-rider  problem. 

Ability-to-pay  is  a concept  that  extends  the  notion 
that  tax  obligations  should  be  based  on  some  measure  of 
wealth,  with  wealthier  citizens  shouldering  a greater  tax 
burden.  Advocates  of  ability-to-pay  theory  are  especially 
concerned  about  the  effects  of  beneficiary  charges  and 
vertical  equity  and  in  particular  its  regressive  fee 
structures.  Public  choice  scholars  realize  that  if  applied 
insensitively  user  charges  can  have  a regressive  effect  on 
the  disadvantaged  who  tend  to  be  the  net  gainers  in  the 
traditional  local  finance  equation.  However,  vertical  equity 
can  be  achieved  and  indeed  enhanced  with  user  charges,  for 
example: 

1.  Vertical  equity  is  enhanced  by  the  fact  that  non- 
toll goods  may  benefit  from  revenues  funds  that 
would  have  had  to  be  apportioned  among  all  services. 
Consequently,  It  may  be  possible  to  reduce  or  at 
least  maintain  taxes  at  current  levels. 

2.  Beneficiary  charges  are  rarely  attached  to 
explicitly  redistributive  programs  such  as  health, 
low  cost  housing,  or  other  social  services.  Since 
the  disadvantaged  consume  redistributive  services 
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disproportionally  more  than  their  wealthier 
counterparts/  the  imposition  of  charges  and  fees 
frees  up  resources  for  redistribution/ 
conversely  the  disadvantaged  are  better  off. 

3.  Deliberate  equity  protection  can  be  built  into  the 
system.  For  example,  life  line  rates,  target  group 
discounts,  and  rebates  can  accompany  certain  charges 
to  alleviate  the  regressive  tendencies  of  some  fees. 

4 . User  charges  can  prove  more  equitable  than  property 
taxes  that  arguably  by  their  nature  may  be  less 

regressive,  nonetheless;  can  suffer  high  regressive 
tendencies  if  unfairly  administered  (Kamer,  1989) 

Revenue  Potential 

"For  any  tax  source  the  total  revenue  raised  will  equal 
the  product  of  the  base  times  the  rate"  (ACIR,  1987:37).  If 
service  demand  is  high  and  the  tax  base  is  small  then  a high 
tax  rate  must  be  applied.  However,  often  it  is  legally 
impossible  or  politically  impractical  to  impose  higher  tax 
rates  on  residents  of  a community.  Several  states  have 
imposed  tax  rate  limitations  on  local  jurisdictions. 
Moreover,  research  has  shown  that  communities  with 
comparatively  high  tax  rates  can  distort  or  disturb  other 
economic  activity  within  their  community.  For  example, 
theory  suggests  that  residents  of  high  tax  rate  locales  are 
inclined  to  migrate  to  proximate  jurisdictions  with  lower 
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tax  obligations  (Tiebout,  1956). 

The  potential  for  user  charges  of  public  enterprises  to 
generate  revenue  is  contingent  upon  the  policy  objectives  of 
the  community  and  the  market  elasticity  of  the  good(s)  to  be 
priced.  Fundamentally,  there  are  three  public  service 
pricing  alternatives  that  either  facilitate  profits  or 
fulfill  other  political  objectives:  average  cost  pricing, 
marginal  cost  pricing,  and  pricing  for  profit. 

Average  cost  pricing  recovers  all  costs  (fixed  and 
variable)  of  providing  a service.  Services  provided  at  an 
average  cost  rate  pay  for  themselves  because  all  costs  are 
covered.  The  marginal  cost  pricing  alternative  is  applied  to 
recover  only  variable  costs;  fixed  or  prior  expenditures  are 
not  recovered.  Profit  pricing  is  determined  by  the 
intersection  of  marginal  costs  and  marginal  revenues.  Many 
cities  look  to  profit  pricing  as  an  acceptable  means  to 
generate  revenue.  It  is  justified  when  the  fees  applied  or 
the  profits  to  be  made  constitute  a fair  return  on 
investment  for  transfer  into  the  general  fund  or  where  there 
is  a desire  to  discourage/encourage  a behavior  or 
consumption  of  a certain  good  (Gitajn,  1984). 

The  revenue  potential  of  various  enterprise  activities 
is  also  very  much  contingent  upon  the  levels  of  market 
elasticity  of  the  commodity  being  provided.  If  the  demand 
for  the  service  is  comparatively  inelastic  or  insensitive  to 
fee  increases,  then  certain  enterprise  functions  can  be 
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significant  sources  of  revenue.  On  the  other  hand,  if  demand 
is  quite  sensitive  to  fees  or  fee  increases,  then  there  is 
little  opportunity  for  the  activity  to  provide  much  revenue 
for  the  community  (ACIR,  1987). 

The  Case  Against  User  Charqes/Public  Enterprises 

User  charges  and  public  enterprises  are  not  without 
their  detractors.  Several  scholars  have  criticized  user 
charges  and  the  theory  on  which  they  are  based  as 
impractical,  unrealistic,  and  politically  irresponsible. 
Moreover,  defenders  of  charges  and  public  enterprises  have 
had  great  difficulty  forming  credible  rebuffs. 

Denhardt  (1984)  and  Gloembiewski  (1977)  are  especially 
critical  of  public  choice  theory  and  consequently  any 
expectations  it  has  as  a representation  of  reality.  Denhardt 
notes  that  the  theory  utilizes  a classical  concept  of 
rationality.  He  argues  that  public  choice  scholars  talk 
about  the  expected  responses  of  rational  beings,  when 
people  only  approximate  rationality.  The  author  goes  on  to 
add  that  the  presumed  market  oriented  maximizing  strategies 
of  individuals  precludes  decision  making  based  on  emotional 
considerations.  Gloembiewski  voices  similar  concerns.  He 
notes  that  public  choice  theorists  argue  that  a particular 
choice  is  a reflection  of  self-interest  without  adequately 
defining  self-interest.  Gloembiewski  points  out  that  self- 
interest  can  manifest  itself  through  choices  based  on 


35 


morality,  pleasure,  money,  charity,  or  any  number  of  factors 
that  may  be  of  value  to  the  consumer  of  public  goods  and 
services.  In  short,  if  the  model  developed  by  public  choice 
adherrents  does  not  reflect  reality,  how  or  why  are  we  to 
assume  their  hypotheses  are  credible. 

Moving  beyond  the  claims  of  public  choice  theory,  some 
scholars  are  also  critical  of  a fee  based  system  employed  to 
provide  public  services.  One  of  the  more  frequent  complaints 
leveled  against  user  fees  is  that  they  are  regressive;  they 
impose  an  unfair  burden  on  the  poor.  Proponents  of  charges 
do  not  deny  the  potential  for  fees  to  become  regressive; 
they  contend,  instead,  that  the  poor  can  be  sufficiently 
insulated  from  any  inequities  existent  within  a fee 
equation.  Proponents  also  argue  that,  a more  appropriate 
concern  is  whether  charges  are  more  regressive  than  general 
tax  financing,  such  as  property  taxes. 

Critics  are  able  to  point  to  several  studies  that 
indicate  that  charges  are  more  regressive  than  property 
taxes.  For  example,  Strauss  and  Wertz  (1976)  conducted  a 
study  of  electric  (municipally  owned  utilities)  and 
nonelectric  cities  in  North  Carolina.  They  discovered  that 
electric  cities  are  more  regressive  than  cities  that  rely 
more  heavily  on  the  property  tax. 

Proponents  of  charges  and  fees  take  issue  with  the 
methodology  used  in  such  studies . They  contend  that  Strauss 
and  Wertz  and  others  use  inappropriate  measures  of  income; 
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the  studies  use  lifetime  earnings  as  opposed  to  annual 
receipts.  Goetz  (1973)  takes  issue  with  the  regressivity 
issue  from  a different  perspective.  Goetz  points  out  that 
while  many  taxes  are  deductible  user  charges  and  fees  are 
not.  Moreover,  he  is  concerned  that  they  significantly 
reduce  disposable  income. 

Irene  Rubin  (1988)  is  critical  of  charges  and  fees  for 
yet  other  reasons . Rubin  contends  that  they  are  often  used 
as  a tool  of  special  interests  to  avoid  the  general  will  of 
the  community.  The  author  claims  that  the  use  of  public 
enterprises  reduce  political  accountability.  Often  they  are 
offered  to  the  public  as  professionally  and  technically 
based  decisions  when  that  is  not  true.  Issues  concerning 
public  enterprises  are  value  laden  and  are  very  much 
political  questions.  Lastly,  Rubin  points  out  that  public 
enterprises  can  be  established  to  circumvent  tax  and 
expenditure  limitations  that  are  put  in  place  to  protect 
local  budgets  and  ensure  fiscal  responsibility.  Clearly,  the 
public  enterprise  issue  is  an  emotionally  charged  subject 
and  wrought  with  many  dangers  and  pitfalls.  The  concerns  and 
and  questions  that  critics  of  public  enterprises  and  user 
charges  have  make  this  and  similar  studies  all  the  more 
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Literature  Review 

"Municipal  Enterprises"  by  I.  Rubin  (1988)  is  one  of 
only  a few  research  efforts  that  explore  both  the  budgetary 
and  political  implications  of  municipal  enterprise 
activities.  The  data  for  the  survey  were  gathered  from  a 
sample  of  133  cities  with  a population  of  5,000  or  more  in 
the  state  of  Illinois.  The  article  describes  the  extent  of 
enterprise  activities,  the  relative  dependence  of  cities  on 
revenues  generated  by  these  funds,  and  why  cities  find  some 
functions  more  acceptable  than  others . 

The  study  makes  several  interesting  findings.  First, 
there  is  much  variation  in  the  number  and  type  of  enterprise 
activities  assumed  by  cities.  More  than  63  percent  of  the 
133  reporting  municipalities  has  at  least  one  enterprise 
function,  36  percent  report  having  between  3 to  5 functions, 
and  only  one  local  has  six.  Water,  parking,  and  garbage 
collection  were  the  most  common  forms  of  municipal  ownership 
discovered  in  the  study.  Hospitals,  retirement  homes,  and 
mass  transportation  are  relatively  scarce. 

Rubin  discovered  that  the  rate  of  growth  of  key  sources 
of  revenue  and  the  form  of  city  government  are  the  two 
strongest  predictors  of  the  number  of  enterprises  a city  is 
likely  to  have.  Together  these  two  factors  explain  33 
percent  of  the  variation.  Cities  with  revenue  problems 
tended  to  shy  away  from  enterprise  activities  because  many 
ventures  were  unprofitable  and  a drain  on  resources.  City 
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manager  or  reformed  municipalities  had  greater  number  of 
enterprises  than  unreformed  communities.  This  relationship 
is  explained  by  the  fact  that  modern  day  public  enterprise 
philosophy  grew  out  of  the  urban  reform  movement  of  the 
early  1900s. 

Rubin  was  not  very  successful  in  predicting  a city's 
dependence  on  revenue  generated  from  enterprises . She  does 
note,  however,  that  the  percentage  of  the  local  tax  base 
that  is  commercial  and  the  consistent  tendency  of  some 
cities  to  underestimate  revenue  explains  16  percent  of  the 
variation.  Studies  to  be  discussed  later  suggest  that  Rubin 
should  have  looked  more  closely  at  property  tax  structures 
of  the  community. 

Rubin's  research  also  examines  why  cities  select 
certain  activities  and  ignore  others.  She  discovered  that 
cities  with  affluent  populations,  and  a large  commercial  tax 
base  make  greater  use  of  free  parking  services  than  cities 
without  such  characteristics.  On  the  whole,  parking  funds  do 
not  pay  for  themselves  and;  therefore,  it  is  only  reasonable 
to  expect  such  services  to  be  provided  by  wealthier 
communities,  cities  with  the  means  to  subsidize,  if  and 
when,  a shortfall  should  occur.  Cities  with  a comparatively 
greater  number  of  commercial  establishments  tend  to  provide 
free  parking  because  of  greater  need  and  demand  by  the 
business  community.  On  the  other  hand,  self  supporting 
services  such  as  garbage  collection  are  usually  supplied  by 
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poorer  locales  because  they  are  not  a drain  on  already 
scarce  resources. 

Rubin's  research  is  one  of  the  more  comprehensive 

studies  of  municipal  enterprise  activity.  Most  studies 

analyze  only  one  function,  usually  public  utilities  because 

they  tend  to  run  profits  and  are  easier  to  investigate. 

There  are  several  noteworthy  studies  that  focus  on  public 

enterprises  and  their  political  and  budgetary  implications. 

R.  Strauss  and  K.  Werts  conducted  such  a study  in  1976.  "The 

impact  of  Municipal  Utility  on  Local  Finance"  by  the  two 

scholars  samples  a number  of  electric  and  nonelectric  cities 

in  North  Carolina.  An  electric  city  is  one  that  owns  its 

electric  facilities.  The  study  shows  that  profits  generated 

by  municipally-owned  electric  companies  significantly  affect 

local  finances.  Electric  cities  of  all  sizes  had  lower  tax 

obligations  than  nonelectric  cities. 

T.  Dilorenzo's  (1982)  study  of  utility  profits  has  a 

different  focus.  The  author  of  "Utility  Profits,  Fiscal 

Illusion  and  local  Public  Expenditures"  examines  the 

taxpayer's  perception  of  tax  obligations  when  a portion  of 

the  general  fund  is  subsidized  by  utility  profits.  Dilorenzo 

examines  a hypothesis  initially  developed  by  Colberg  (1955): 

. . . Most  consumers  believe  high  utility  profits  are 
attributable  to  the  high  cost  of  providing  services 
rather  than  as  an  indirect  collection  of  taxes. 
Consumers,  therefore,  are  forced  to  buy  more  government 
services  than  they  realize,  (p.386) 


40 


Dilorenzo's  study  of  116  cities  in  the  state  of  New 
York  reveals  that  42  percent  of  the  cities  subsidized  their 
general  revenues  with  profits  from  the  sale  of  utilities. 
More  importantly,  the  study  indicates  that  subsidization 
tends  to  increase  local  expenditures,  creating  an 
expenditure  effect.  Dehoog  and  Swanson  (1983)  reexamine  the 
hypothesis  that  profits  frow  the  sale  of  utilities  create  an 
expenditure  effect.  They  also  test  the  competing  hypothesis 
that  claims  profits  from  enterprise  funds  are  used  as  a 
source  of  revenue  substitution. 

Dehoog  and  Swanson  exaaiine  two  sets  of  communities  in 
the  state  of  Florida,  those  with  and  those  without  municipal 
electric  utilities.  They  find  little  evidence  to  support  the 
expenditure  effect  hypothesis.  The  data  show  no 
statistically  significant  difference  in  the  per  capita 
expenditure  levels.  In  fact,  electric  cities  tend  to  have  a 
slightly  lower  level  of  taxation. 

The  finding  differs  from  the  claims  made  by  Dilorenzo 
and  Colberg.  Instead,  Dehoog  and  Swanson  find  some  evidence 
for  support  of  the  revenue  substitution  hypothesis.  The  tax 
burden  in  electric  cities  in  lower  than  in  nonelectric 
cities.  Specifically,  property  taxes  on  the  average  provided 
12.4  percent  of  total  revenue  for  electric  cities  and  19.38 
percent  of  revenue  for  nonelectric  cities.  Revenues  from  the 
profit  of  municipal  utilities  are  used  as  a substitute  for 
property  taxes.  The  data  show  that  there  is  no  significant 
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difference  in  the  average  property  tax  rates  across  electric 
and  nonelectric  cities.  It  appears,  from  their  research, 
that  revenue  from  utility  profits  is  used  as  a substitute 
for  a weaker  tax  base.  The  profits  were  used  in  an  attempt 
to  overcome  revenue  constraints  of  a weak  tax  base. 

The  studies  selected  for  review  illustrate  the 
discipline's  current  concerns  with  municipal  enterprise 
funds.  Each  makes  a valuable  contribution  to  the  theory 
surrounding  the  topic.  However,  there  are  a number  of  topics 
that  need  to  be  examined  and  reexamined.  The  purpose  of  this 
dissertation  is  to  make  a contribution  toward  this  endeavor. 


CHAPTER  3 

METHODOLOGY/PROCEDURE 
Research  Design 

This  section  provides  an  overview  of  the  methodology 
and  statistical  procedures  applied  throughout  this 
dissertation.  The  incorporated  municipal  jurisdictions 
within  the  state  of  Florida  are  the  essential  units  of 
analysis  for  this  research  design.  The  sample  of 
observations  used  for  this  research  include  only  those 
jurisdictions  with  a population  of  at  least  2,500  as  of 
1988.  There  are  a total  of  216  cities  within  the  state  that 
meet  this  criteria. 

There  are  three  dominant  research  designs  used  in 
political  and  social  sciences:  Exploratory,  descriptive,  and 
inferential.  The  design  of  this  study  is  descriptive  and 
inferential.  The  study  is  descriptive  in  that  it  endeavors 
to  provide  a profile  of  certain  social,  economic,  and 
demographic  variables  at  work  and  how  they  may  impact 
enterprise  activity  and  local  budgets.  This  report  also  is 
inferential.  It  makes  use  of  certain  inferential  procedures 
that  allow  for  the  formation  of  generalizations  and  the 
development  of  theory. 
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Political  enterprise  literature  provides  sufficient 
research  and  theory  that  makes  the  pretheoretical 
formulations  of  exploratory  research  unnecessary,  given 
what  is  already  known  about  the  subject.  Descriptive  and 
inferential  techniques  offer  the  opportunity  to  take 
advantage  of  more  structured  analysis. 

This  research  applies  a cross-sectional  survey 
technique;  as  opposed  to  a longitudinal  or  case  study 
approach.  The  longitudinal  approach,  although  possible,  is 
not  necessary  for  this  study.  The  questions  or  hypotheses  of 
interest  do  not  relate  to  change  or  trend  analysis.  Case 
study  methodology  does  not  allow  the  opportunity  to  make 
broad  generalizations  appropriate  for  the  research 
hypotheses  selected  for  examination.  In  addition,  the  case 
study  approach  often  has  an  inherent  bias  in  the  cases 
selected  for  analysis.  To  protect  against  such  bias  the 
cross  sectional  approach  is  utilized.  It  allows  the  use  of  a 
large  sample  of  cities. 

Statistical  Analysis 

The  range,  mean,  and  standard  deviation  are  used  in 
this  dissertation  to  provide  a cursory  description  of  the 
independent  and  dependent  variables.  The  statistics 
describe  the  variance  and  central  tendency  of  factors  within 
the  sampled  observations.  Though  simple  statistical 
techniques,  they  provide  a useful  and  summary  picture  of  the 
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observations  or  units  of  analysis.  The  range  as  a measure  of 
dispersion  is  the  difference  between  the  largest  and 
smallest  values.  Of  course,  while  it  identifies  the  two 
extreme  values;  it  tells  us  nothing  about  how  the  values  are 
distributed  within  the  data  set.  For  that  purpose  I make  use 
of  the  mean  and  its  standard  deviation.  The  mean  is  a 
measure  of  central  tendency  and  provides  the  general 
location  or  arithmetic  average  of  the  measurements.  It  is 
useful  as  a predictive  device  or  best  guess  estimate  for  an 
unknown  value.  The  standard  deviation  used  along  with  the 
mean  adds  clarity  and  significance  to  the  measure  of  central 
tendency.  It  enables  one  to  judge  how  accurate  or 
misleading  the  average  happens  to  be.  The  standard  deviation 
tells  us  about  the  shape  of  our  data;  it  lets  us  know 
whether  the  data  are  normally  distributed.  The  mean  and 
standard  deviation  are  important  to  this  research  because 
they  reduce  the  complexity  of  having  to  deal  with  the  large 
array  of  figures  associated  with  this  study. 

The  statistical  treatment  of  the  data  also  includes 
measures  of  association.  The  product-moment  or  Pearson 
correlation  coefficient,  denoted  by  (r  or  r-value)  is  used 
for  this  purpose.  It  is  selected  because  it  indicates  both 
strength  and  direction  of  association.  Moreover,  Pearson's 
(r)  is  used  because  public  enterprise  literature  suggest  a 
linear  representation  as  a reasonable  explanatory  model  of 
the  relationship  that  exist  between  the  dependent  and 
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selected  independent  variables.  The  product-moment 
correlation  has  a range  between  -1  and  +1;  the  larger  the 
value  the  stronger  the  association.  Specifically/  Pearson's 
(r)  measures  the  relationship  between  two  variables;  an 
independent  and  dependent  variable.  This  research  recognizes 
that  findings  with  a strenght  of  association  of  less  than 
(.30)  are  not  highly  regarded  in  the  political  science 
discipline;  this  study  applies  conventional  standards  of 
statistical  significance. 

In  addition  to  Pearson's  r-value  this  report  makes  use 
of  the  coefficient  of  determination,  symbolize  by  (ra).  It 
is  as  important  to  this  research  as  the  product -moment 
correlation.  The  coefficient  of  determination  reports  the 
proportion  of  total  variation  in  the  dependent  variable  that 
is  explained  by  the  independent  variable.  Conventionally, 
Pearson's  r-value  is  reported  in  the  research  findings,  this 
study  follows  the  form  set  by  convention  (Tai,  1978).  This 
dissertation  also  follows  convention  by  requiring  p-values 
or  levels  of  statistical  significance  of  .05. 

Considering  the  rather  large  number  of  factors  presumed 
to  affect  the  dependent  variables;  multivariate  analysis  is 
also  employed  in  this  report.  It  offers  the  opportunity  to 
examine  the  interaction  of  three  or  more  values.  The 
multiple  correlation  coefficient,  (R1  ) measures  the  total 
association  of  all  relevant  independent  variables  with  one 
dependent  variable;  it  indicates  the  percentage  of  variance 
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for  which  they  account.  The  study,  however,  does  not  employ 
all  independent  variables  in  a multiple  regression  model  to 
explain  any  one  dependent  factor.  Regression  models  should 
use  as  few  independent  variables  as  possible  to  provide  a 
worthwhile  prediction  equation.  Consequently,  a stepwise 
regression  and  R-square  techniques  are  utilized,  in  order 
to  suggest  the  best  multi-variable  fit. 

To  perform  the  statistical  analysis  the  SAS  software 
for  data  analysis  is  used.  SAS  is  a statistical  software 
package  that  allows  the  user  to  perform  the  following  tasks: 
.Information  storage  and  retrieval 
.Data  modification  and  programming 
.Report  writing 
•Statistical  Analysis 
•File  Handling 

Hypotheses 

HI : The  extent  of  enterprise  activity  engaged  in  by 
cities  is  significantly  related  to  the  type  of 
government  adopted  by  municipalities. 

This  hypothesis  examines  the  notion  that  certain 
governmental  arrangements  affect  the  extent  to  which  the 
market  type  approach  is  applied.  The  literature  suggests 
that  reformed  cities  are  more  inclined  to  adopt  public 
enterprises  than  their  unreformed  counterparts.  The 
business-like  approach  to  government  was  a hallmark  of  the 
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reformists  platform  at  the  turn  of  the  century. 

H2 : The  size  of  resident  populations  is  positively  and 
significantly  related  to  the  number  of  public 
enterprises  owned  by  municipalities. 

H3 : Population  growth  rates  are  positively  and 

significantly  related  to  the  extent  of  enterprise 
activity  assumed  by  municipalities 

These  hypotheses  assert  that  large  and  growing 
populations  compel  public  administrators  to  look  beyond 
conventional  sources  of  revenue.  It  is  argued  by  many  that 
by  adopting  more  enterprise  activities  communities  can  more 
rapidly  adjust  to  expanding  service  demands. 

H4 : The  Quantity  of  enterprise  activity  engaged  in  by  a 
community  is  significantly  but  negatively  related 
to  the  percent  of  minorities  who  inhabit  a 
jurisdiction 

H5 : The  Quantity  of  enterprise  activity  engaged  in  by  a 
community  is  significantly  but  negatively  related 
to  jurisdictions  with  high  percentages  of  poor 
residents 

H6 • The  Quantity  of  enterprise  activity  engaged  in  by  a 
community  is  significantly  but  negatively  related 
to  jurisdictions  with  older  populations. 
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Several  years  back  E.  Banfield  and  J.  Wilson  (1963) 
developed  a theory  that  characterized  the  residents  of  a 
community  as  either  having  a public  regarding  view  or  a 
private  regarding  view.  Banfield  and  Wilson  theorize  that 
the  public  regarding  view  of  good  government,  economy,  and 
efficiency  is  strongly  associated  with  certain  groups, 
particularly  Anglo-Saxon,  middle-class  Protestants.  In 
contrast,  Banfield  and  Wilson  observed  that  ethnic  and 
racial  minorities  as  well  as  the  poor  tend  to  prefer 
policies  that  focused  on  the  personal  benefits  to  be  gained 
as  a result  of  government  intervention;  these  groups  have 
what  is  known  as  a private  regarding  view  of  good 
government . 

Much  of  the  literature  on  public  enterprises  suggests 
that  user  charges  are  regressive;  therefore,  by  applying 
Banfield  and  Wilson's  theory,  I expect  to  find  that  cities 
with  large  minority  populations  would  not  be  supportive  of  a 
fee  based  service  delivery  system  because  charges  may  become 
an  obstacle  to  their  (ethnic/minorities)  obtaining  desired 
goods  and  services . 

H7 : The  number  of  enterprise  activities  adopted  by 

municipalities  is  positively  related  to  the  age  of 
a community 

Some  scholars  believe  that  existent  activity  is  not  a 
new  phenomenon  and  is  more  characteristic  of  older 
communities.  Several  studies  have  noted  that  most  functions 
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are  not  profitable  and  are  a drain  on  resources;  therefore, 
they  do  not  expect  to  find  many  such  activities  in  less 
mature  communities. 

H8 : Public  enterprise  activity  is  positively  and 
significantly  related  with  higher  levels  of 
spending. 

H9 : Public  enterprise  activity  is  significantly  but 
negatively  related  to  percent  property  taxes  of 
local  revenues . 

H10 : The  availability  of  enterprise  funds  is 
significantly  and  positively  related  to 
communities  with  higher  levels  of  spending 
Hll : The  availability  of  enterprise  funds  is 

significantly  and  positively  related  to  cities 
with  smaller  levels  of  taxable  property 
Integral  to  this  analysis  is  whether  or  not  public 
enterprises  have  a substitution  or  expenditure  effect  on 
local  budgets.  Scholars  and  public  administrators  alike  are 
concerned  about  the  budgetary  implications  of  enterprise 
funds.  The  adoption  of  such  funds  can  either  prove  to  be  a 
great  help  or  a great  drain  on  already  limited  resources. 
Hypotheses  five  and  six  tests  the  expenditure  effect  and 
revenue  substitution  hypotheses. 


50 


Dependent/ Independent  Variables 

The  dependent  variable  list  for  this  research  includes 
the  various  municipal  enterprise  activities  engaged  in  by 
cities  within  the  state  of  Florida.  The  enterprise  functions 
offered  by  the  communities  are  varied;  those  included  in 


this  analysis  are  as  follows: 

.Airports 

.Other  Recreation 

. Bridge/Causeway 

•Parking 

•Cemetery 

.Pier 

.Electric 

. Recreation 

.Gas 

. Sewer 

.Golf 

.Trailer  Park 

.Hospital 

.Transit  System 

•Nursing  Home 

.Water  Transportation 

.Water 

.Refuse 

Table  3-1 

INDEPENDENT  VARIABLE  LIST 


Variable  name 

Measure 

Racial  Composition 

•Percent  Minority 

Socioeconomic  Characteristics 

•Population  growth  rate 
.Current  Population 
.Per  Capita  Income 
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Table  3-l--continued 

Variable  Name Measure 

.Median  age 

Fiscal  Characteristics  .Percent  of  locally 

raised  revenue 
generated  by  the 
property  tax 

.Locally  raised 
revenue  per  capita 

.Locally  raised  revenue 
as  a percent  of  total 

.Percent  intergovern- 
mental revenue  as  a 
percent  of  total 

•Property  tax  millage 

Type  of  Government  .Reformed 

( Counc i 1 -Manager ) 

Age  of  City  .Year  incorporated 

Definition  of  Terms 

CEMETERIES  - Expenses  and  revenues  associated  with  the  sale 
and  maintenance  of  burial  plots  provided  by  local 
jurisdictions . 

ELECTRIC  - A physical  environment  expenditure  associated 
with  the  provision  of  electrical  power  services  by  the  local 
government.  Electric  revenues  include  only  charges  for 
electric  service. 

ENTERPRISE  FUND  - A fund  set  up  to  account  for  operations 
similar  to  a private  business.  That  is,  services  whose 
expenses  are  financed  through  user  charges. 
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GARBAGE  COLLECTION  - A physical  environment  expenditure  and 
revenue  account  associated  with  the  collection  and  disposal 
of  garbage,  refuse,  and  solid  wastes  by  the  government. 
Garbage  revenues  include  only  those  charges  for  refuse 
collection. 

GAS  - A physical  environment  expense  and  revenue  account  for 
the  costs  associated  with  the  provision  of  gas  utility 
services.  Gas  revenue  refers  to  charges  for  gas  services. 
HOSPITAL  - An  activity  of  the  human  services  function. 
Revenues  include  charges  for  hospital  services. 

NURSING  HOME  - An  activity  of  the  human  services  function. 
Revenues  include  charges  for  nursing  home  services. 

PARKING  - Public  parking  facilities  and  services  that 
promote  the  safe  and  adequate  flow  of  traffic  and  are  not 
provided  for  in  any  other  expenditure.  Parking  revenue 
includes  only  those  charges  for  parking  services. 

PIER  - Expenditures  and  revenues  associated  with  the 
provision  of  a pier  to  secure  and  protect  boats  and  ships. 
RECREATION/CULTURE  - This  is  a revenue  source  category  that 
includes  charges  for  services  for  libraries,  parks  and 
recreation,  cultural  services,  special  events  and  special 
recreation  facilities. 

REFORMED  GOVERNMENTS  - Governments  with  council  manager  type 
systems . 

SEWER  - The  expenditures  and  revenues  associated  with 
providing  sanitary  sewer  services  by  the  local  unit  of 
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government,  including  the  collection,  treatment,  and 
disposal  of  all  liquid  waste. 

TRAILER  PARK  - Expenditures  and  revenues  associated  with  the 
sale/rental  and  maintenance  of  trailer  parks  provided  by 
local  units  of  government. 

TRANSIT  SYSTEMS  - Expenses  and  revenues  associated  with  the 
provision  of  mass  transit  systems  by  the  local  government. 
WATER  - An  activity  of  the  physical  environment  associated 
with  the  expenses  and  revenues  generated  by  the  provision  of 
water  services. 

WATER  TRANSPORTATION  - Expenditures  and  revenues  associated 
with  the  provision  and  maintenance  of  facilities  such  as 
canals,  terminals,  docks,  and  ports. 


CHAPTER  4 
FINDINGS 

Public  Enterprise  Activity  in  Florida 

Table  4-1  presents  the  socioeconomic  composition  of 
sampled  communities.  Before  discussing  the  findings  of  the 
research  hypotheses  it  is  important  to  have  a summary 
understanding  of  the  independent  variables.  Table  4-1  shows 
that  there  is  considerable  variation  both  socially  and 
economically  among  the  state's  municipalities.  Though  the 
data  presented  are  straight  forward,  a few  of  the  findings 
warrant  brief  discussion.  First,  race  and  ethnic  composition 
virtually  cover  the  spectrum  of  possibilities,  from  1 to  94 
percent,  with  an  average  minority  population  of  19  percent. 
Per  capita  income  and  the  population  growth  rates  also  vary 
much  within  Florida's  cities.  For  example,  the  mean  per 
capita  income  in  1988  is  $13,755  with  an  observed  range 
approaching  $68,000,  a tremendous  difference.  There  is  also 
much  variation  among  population  growth  patterns  throughout 
Florida.  All  cities  have  not  experienced  the  rapid  growth 
seen  in  some  areas  of  the  state.  Some  of  the  state's 
communities  have  experienced  rather  dramatic  population 
decreases.  Table  4-1  shows  a decline  in  resident  populations 
to  be  as  much  as  41  percent  in  some  areas  and  population 
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increases  to  be  as  much  as  88  percent  in  others.  The  average 
rate  of  growth  taking  place  in  Florida  during  the  decade  of 
the  eighties  is  about  16  percent. 

TABLE  4-1 

INDEPENDENT  VARIABLE  CHARACTERISTICS  FOR  1988 


Variable 

Mean 

Std.  Dev. 

Range 

Minority 

.19 

.19 

.01 

.94 

Population 

29,728 

67,672 

2,500 

626,400 

Growth  Rate 

.16 

00 

rH 

• 

-.42 

.89 

Median  Age 

39 

.12 

21 

71 

Age  of  City 

69 

.35 

14 

169 

Per  Capita 

Income 

13,755 

7,824 

6,400 

74,300 

N=2 16 

Table  4-2  like  Table  4-1  presents  summary  findings  of 
the  independent  variables.  However,  Table  4-2  displays 
findings  that  describe  the  fiscal  characteristics  of  the 
state's  municipalities.  The  average  millage  rate  of 
Florida's  cities  is  3.9,  considerably  less  than  the  maximum 
allowed  by  state  law.  In  fact,  several  of  Florida's  smaller 
communities  have  assessed  no  property  tax  at  all.  On  the 
other  hand,  several  of  the  state's  larger  cities  impose  the 
maximum  allowable  levy.  In  addition  to  the  millage  rate,  the 
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amount  of  local  revenue  raised  per  capita  and  the 
significance  of  intergovernmental  funds  as  a portion  of 
local  budgets  are  of  particular  interest.  On  average,  the 
local  revenue  raised  per  capita  equals  $783.  The  percent  of 
intergovernmental  receipts  as  a portion  of  total  revenues 
averages  13  percent.  Some  cities  receive  less  than  one 
percent  from  state  and  federal  coffers,  while 
intergovernmental  dollars  comprise  more  than  84  percent  of 
the  funds  for  the  budgets  of  some  locales. 

TABLE  4-2 

FISCAL  CHARACTERISTICS  OF  FLORIDA'S  MUNICIPALITIES  - 1988 


Variable 

Mean 

Std . Dev 

Range 

Millage  rate 

3.9 

1.8 

0 - 9.9 

local  revenue/capita 

783.0 

1,026 

62 

- 13,144 

Local  revenue  as  a 
percent  of  total 

.86 

.10 

• 

15  - .99 

Property  taxes  as  a 
percent  of  local  rev. 

. 17 

.22 

0 - 2.6 

Expenses/  capita 

1,240 

1,705 

98 

- 23,503 

Percent  interqovt. 

.13 

34.5 

0-84 

Before  we  discuss  at  the  findings  as  they  relate  to  the 
major  hypotheses  of  this  dissertation  it  is  important  to 
describe  the  number  and  type  of  enterprise  activities  among 
the  state's  municipalities.  Table  4-3  shows  that  water  and 
sewer  funds  are  among  the  most  common  type  of  enterprise 
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activity,  and  when  adding  them  to  jurisdictions  with 
separate  water  and  sewer  funds  simple  addition  reveals  that 
193  of  the  216  jurisdictions  surveyed  have  such  a fund. 
Garbage  collection  funds  are  found  in  82  or  37.9  percent  of 
the  cities  and  49  or  a little  more  than  twenty  percent  of 
the  sampled  cities  offer  some  type  of  recreational  services 
for  a fee.  Other  common  types  of  enterprise  activities 
include  electric  utilities,  public  gas,  and  municipal 
airports.  Less  common  public  enterprise  funds  include  a 
nursing  home,  hospital,  bridge,  trailer  parks,  cemeteries 
and  water  transportation.  In  short,  excluding  water  and 
sewer  funds  there  is  considerable  variation  among  the  type 
of  enterprise  activities  operated  by  the  state's 
municipalities . 

TABLE  4-3 

NUMBER  OF  CITIES  WITH  A PARTICULAR  FUND  - 1988 


FUND  TYPE NUMBER  OF  CITIES 


Airport 

25 

Bridge 

3 

Garbage 

82 

Hospital 

1 

Cemetery 

7 

Electric  Utilities 

22 

Nursing  Home 

1 

Parking 

20 

Pier 

20 

Public  Gas 

18 

Water 

35 
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Table  4-3--  continued 


Fund  type 

Number  of  Cities 

Recreation 

10 

Sewer 

43 

Trailer  Park 

7 

Transportation 

6 

Other  Recreation 

9 

Water  and  sewer 

115 

Golf 

30 

Water  Transportation 

1 

Though  there  is  considerable  variety  among  the  type 
of  enterprise  activities  provided  by  Florida's 
municipalities.  Table  4-3  does  not  give  us  a feel  for  the 
level  of  dependence  or  importance  of  enterprise  activities 
to  the  local  public  service  packages.  Table  4-4  shows  that 
only  12  percent  of  the  total  number  of  cities  opt  to  have  no 
enterprise  activity  as  part  of  their  service  package.  Sixty- 
nine  percent  of  the  cities  report  having  between  one  and 
three  enterprise  functions,  approximately,  15  percent  have 
between  four  or  five,  and  less  than  two  percent  have  between 
seven  and  nine  functions.  In  short,  though  there  is  a 
diverse  array  of  enterprise  services  offered,  most  cities  do 
not  offer  a large  public  enterprise  service  package  (See 
Appendix  B for  breakdown  by  population) . 
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TABLE  4-4 

NUMBER  OF  ENTERPRISE  FUNDS 

PER  CITY  - 

1988 

Number  of  Funds  No. of  Cities 

% Cumulative  % 

0 

26 

.12 

.12 

1 

65 

• 

CO 

o 

.42 

2 

50 

.23 

.65 

3 

34 

.16 

• 

00 

4 

16 

00 

o 

• 

00 

00 

• 

5 

15 

.07 

.95 

6 

6 

.03 

.98 

7 

2 

.01 

.99 

8 

1 

.005 

.995 

9 

1 

.005 

1.00 

( N=2 16  ) 

Table  4-4  provides  information  about  the  extent  of 
enterprise  activity  among  the  various  cities  but  it  does  not 
tell  much  about  the  importance  of  enterprise  dollars  to 
local  budgets.  Table  4-5  shows  that  enterprise  dollars 
comprise  a significant  41.9  percent  of  all  local  revenue 
funds  and  28.5  percent  of  the  total  revenues  received.  Of 
course,  these  figures  are  arithmetic  averages  and  revenues 
from  enterprise  activities  are  more  important  to  some  cities 
and  less  important  to  others.  For  example.  Table  4-5  also 
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shows  that  enterprise  dollars  equal  a very  large  66.4 
percent  of  local  revenue  for  cities  with  populations  above 
25,000.  Although  enterprise  dollars  comprise  a significant 
32.31  percent  of  local  revenues  for  cities  with  population 
below  25,000,  this  figure  pales  in  comparison  to  the  amount 
enterprise  dollars  contributes  to  the  budgets  of  the  larger 
jurisdictions . 

When  compared  to  other  revenue  sources  the  importance 
of  enterprise  dollars  as  a portion  of  revenue  is  made  more 
clear.  For  example,  the  infamous  property  tax  represents 
only  14  percent  of  total  revenues,  along  with  another  13.4 
percent  from  intergovernmental  sources.  Enterprise  dollars 
as  a percent  of  the  total  budget  is  28.5  percent,  larger 
than  both  property  taxes  and  intergovernmental  receipts 
combined.  A similar  observation  occurs  irrespective  of  the 
size  of  the  municipality. 


TABLE  4-5 


MUNICIPAL  REVENUE  SOURCES  FOR  THE  STATE  OF  FLORIDA  - 1988 


% 

% 

% 

% 

Interqovt . 

Enterprise 

Prop,  tax 

Other 

ALL  CITIES 

(N=216 ) 

Local  Rev. 

- 

41.9 

17.4 

40.7 

Total  Rev. 

13.4 

28.5 

14.0 

44.1 

POPULATION 

OF  25,000  AND 

ABOVE 

( N=58 ) 

Local  Rev. 

- 

66.4 

21.5 

12.1 

Total  Rev. 

12.6 

29.8 

15.5 

42.1 

POPULATION 

OF  24,999  AND 

BELOW 

(N=58 ) 

Local  Rev. 

- 

32.3 

16.3 

51.4 

Total  Rev. 

13.7 

27.9 

13.6 

44.8 
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Hypothesized  Findings 

The  major  focus  of  this  research  is  to  test  hypotheses 
that  attempt  to  explain  and/or  identify  the  best  predictors 
of  public  enterprise  activity.  This  dissertation  examines  a 
host  of  factors,  such  as  the  structure  of  government,  the 
socioeconomic  characteristics  of  the  community,  certain 
fiscal  traits,  and  ecological  factors  such  as  the  age  of  the 
community. 

The  first  hypothesis  tested  is  the  political  reform 
proposition.  It  makes  the  following  claim:  The  extent  of 
public  enterprise  activity  engaged  in  by  cities  is 
significantly  related  to  its  organizational  structure. 
Enterprise  activity  is  expected  to  be  more  prevalent  among 
reformed  governments  (governments  with  a council-manager 
structure)  than  any  other.  It  is  presumed  that  the  market 
oriented  approach  of  providing  public  services  is 
more  consistent  with  the  business-like  management  principles 
of  professional  city-managers  and  reformed  systems  as 
opposed  to  the  pressure  group  politics  of  unreformed 
governments.  The  correlation  coefficient  associated  with 
type  of  government  and  the  number  of  public  enterprises 
assumed  by  a municipality  is  an  insignificant  14.8,  it 
produces  an  r-square  of  1.98  percent.  When  population  is 
controlled  for  the  relationship  between  the  dependent  and 
independent  variables  for  cities  above  and  below  25,000  is 
.09  and  .12,  respectively.  In  short,  the  type  of  government 
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explains  less  than  2 percent  of  the  observed  variation  in 
public  enterprise  activity.  The  findings  compel  us  to  reject 
the  political  reform  hypothesis  as  stated.  Type  of 
government  is  not  a significant  predictor  of  enterprise 
activity. 

Hypotheses  two  through  seven  examine  the  relative 
importance  of  certain  socioeconomic  factors  to  municipal 
public  enterprise  activity.  Specifically,  hypothesis  two 
states  the  following:  The  size  of  a city's  population  is 
positively  and  significantly  related  to  the  number  of 
enterprises  owned  by  a city.  The  findings  indicate  a 
correlation  coefficient  of  35.7  that  is  significant  at  the 
.05  level.  The  results  of  the  product-moment  correlation 
indicate  a modest  but  significantly  positive  correlation 
between  the  independent  variable,  population;  and  the 
dependent  variable,  number  of  enterprises.  The  corresponding 
coefficient  of  determination  is  12.8  percent.  The 
correlation  between  population  and  number  of  municipal 
enterprises,  though  small,  is  within  the  social  science 
parameters  of  statistical  significance.  Therefore, 
hypothesis  two  is  confirmed. 

Proposition  three  asserts  that  population  growth  rates 
have  a positive  and  significant  impact  on  extent  of 
enterprise  activity.  The  findings  present  a minuscule  r- 
value  of  -1.0  that  is  insignificant  at  the  .05  alpha  level. 
Proposition  three  is  rejected.  It  is  also  rejected  when  the 
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study  is  divided  into  the  large  and  small  group  population 
samples.  There  is  virtually  no  linear  association  between 
population  growth  rates  and  enterprise  activity. 

Hypotheses  four  and  five  further  examine  socioeconomic 
factors  relating  to  public  enterprise  activity. 

Specifically,  hypothesis  four  makes  the  following  claim:  The 
guantity  of  enterprises  engaged  in  by  a community  is 
significantly  but  negatively  related  to  race/ethnicity.  The 
r-value  of  association  for  race/ethnicity  and  extent  of 
enterprise  activity  is  .21,  a value  that  indicates  almost  no 
linear  correlation  and  is  not  highly  regarded  as  significant 
in  the  social  sciences.  The  race  factor  hypothesis  has  to  be 
rejected  because  Pearson's  (r)  falls  below  acceptable 
statistical  standards;  moreover,  the  findings  indicate  a 
positive  rather  than  negative  association.  The  opposite  of 
what  is  expected.  When  we  control  for  population  sample  size 
the  observed  r-value  for  the  state's  larger  communities  is  a 
positive  .31.  This  value  is  quite  modest  and  explains  less 
than  10  percent  of  the  variance  observed  for  the  dependent 
variable.  The  correlation  coefficient  for  smaller 
jurisdictions  is  even  smaller  at  .17  and  fails  to  meet 
predetermined  levels  of  statistical  significance.  To 
reiterate;  however,  the  hypothesis  is  rejected  and  remains 
so  even  when  the  study  controls  for  the  population  size  of 
cities . 
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Hypothesis  five  asserts  that  there  is  a significant 
negative  association  between  the  quantity  of  public 
enterprises  in  a community  and  resident  income.  The  data 
indicate  essentially  no  correlation  between  per  capita 
income  and  the  dependent  variable.  The  r-value  approaches  0; 
it  is  in  fact  .01.  Proposition  five  is  rejected.  Pearson's  r 
remains  insignificant  when  the  data  are  divided  into  the 
large  and  small  population  groups. 

Hypothesis  six  examines  the  number  of  enterprises  to 
the  median  age  of  community  residents.  Specifically,  it 
states:  the  number  of  enterprise  activities  adopted  be  a 
municipality  is  significantly  but  negatively  related  to  the 
median  age  of  residents.  Like  most  of  the  other 
socioeconomic  factors  tested,  the  product-moment  factor  is 
small  and  statistically  insignificant,  -08.  Once  again 
controlling  for  population  does  not  produce  a significant  r- 
value.  Hypothesis  six  is  rejected.  The  only  socioeconomic 
factor  modestly  correlated  to  the  number  of  public 
enterprises  owned  by  a municipality  is  community  size. 

Several  studies  have  concluded  that  many  enterprise 
activities  are  not  profitable  and  are  a drain  on  revenues. 

It  is  argued  that  they  are  a revenue  source  used  mostly  by 
older  cities  who  are  in  effect  "stuck"  with  them.  Hypothesis 
seven  is  referred  to  in  this  study  as  the  ecological 
hypothesis.  Specifically,  hypothesis  seven  asserts  the 
following:  The  number  of  enterprise  activities  operated  by  a 
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municipality  is  significantly  and  positively  related  to  the 
age  of  the  community.  The  Pearson's  r-value  indicates  a 
positive  association  of  .43  that  is  significant  at  the  .05 
level.  The  r-sguare  value  for  the  community  age  factor  is 
.18,  or  more  precisely,  18  percent  of  the  observed  variation 
in  the  dependent  variable  is  explained  by  the  independent 
variable.  In  short,  there  is  a tendency  for  older 
communities  to  have  a greater  number  of  enterprises  than 
their  newly  developing  counterparts.  The  findings  are 
sufficient  to  accept  hypothesis  seven.  When  population  is 
controlled  for  the  observed  r-value  is  a strong  .57  when 
considering  large  locales.  An  r-value  of  .57  indicates  that 
this  factor  produces  a coefficient  of  determination  of  32.5 
percent.  In  short,  age  of  community  accounts  for  slightly 
more  than  one-third  of  the  observed  variance  for  the 
dependent  variable.  Pearson's  r between  these  two  factors  is 
by  far  the  largest  attained  thus  far.  In  cities  with 
populations  smaller  than  25,000  age  of  community  plays  a 
less  meaningful  role  but  nonetheless  statistically 
significant  with  a corresponding  correlation  coefficient  of 
.35. 

Hypothesis  eight  and  nine  shifts  the  focus  of  the  study. 
They  attempt  to  examine  the  implication  of  enterprise 
activity  on  local  budgets.  Hypotheses  eight  and  nine  examine 
certain  fiscal  factors  relative  to  the  degree  of  enterprise 
activity.  Hypothesis  eight  makes  the  following  assertion: 
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public  enterprise  activity  is  significantly  and  positively 
related  to  communities  with  high  levels  of  spending, 
specifically  per  capita  spending.  The  data  reveal  a 
significant  r-value  of  .52,  with  an  associated  correlation 
of  determination  value  of  .27  percent.  Higher  spending  is 
positively  and  significantly  associated  with  enterprise 
activity  even  when  the  study  controls  for  population  size. 
Hypothesis  eight  is  confirmed,  per  capita  expenditures  are 
positively  and  significantly  correlated  with  extent  of 
enterprise  activity. 

Hypothesis  nine  makes  the  claim  that  public  enterprise 
activity  is  significantly  but  negatively  related  to  cities 
with  smaller  percentages  of  local  revenue  tax  sources  (i.e., 
property  taxes).  Hypothesis  nine,  the  revenue  substitution 
proposition  is  confirmed.  Pearson's  r is  a modest  -.30  but 
is  significant  at  the  .05  level. 

Hypothesis  ten  redefines  the  expenditure  effect 
proposition.  Extent  of  activity  is  measured  not  in  terms  of 
number  of  enterprises  but  availability  of  funds  generated 
from  these  business  like  functions  of  government. 
Specifically,  hypothesis  ten  states  that  the  availability  of 
enterprise  dollars  is  significantly  and  positively  related 
to  communities  with  higher  levels  of  spending.  Pearson's  r- 
value  of  association  between  funds  generated  and 
expenditures  per  capita  is  an  insignificant  .13  when  all 
observations  are  considered.  The  corresponding  coefficient 
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of  determination  of  1.6  percent.  Hypothesis  ten  is  rejected. 

When  the  data  are  divided  into  two  population  groups, 
important  changes  occur.  A correlation  coefficient  of  .43  is 
observed  between  the  dependent  and  independent  variables  in 
cities  with  population  larger  than  25,000.  The  corresponding 
explained  variance  factor  or  ra  is  18.5  percent.  However, 
the  association  between  the  two  variables  is  statistically 
insignificant  for  those  communities  with  populations  than 
25,000.  Proposition  ten  can  be  affirmed  for  larger 
jurisdictions  but  is  rejected  for  smaller  locales. 

Hypothesis  eleven  proposes  that  the  availability  of 
enterprise  funds  is  significantly  and  positively  related  to 
percent  property  tax  exemptions.  The  Pearson  r-value  of 
association  is  a weak  .28  with  a confidence  level  of  .05. 
Hypothesis  eleven,  however,  is  rejected  with  reservation. 
Though  the  finding  does  support  the  hypothesis  the  r-value 
is  small  and  falls  below  acceptable  standards  set  out  by 
this  study  and  falls  below  the  normal  standard  of  .30,  which 
is  widely  used  in  the  social  sciences.  Some  scholars  may 
accept  this  finding  as  statistically  significant  others  may 
not. 

Of  interest  to  this  research  but  not  stated  as 
hypotheses  are  the  mills  charged  per  city  and  percent  of 
intergovernmental  revenue  in  relation  to  public  enterprise 
activity.  The  study  finds  almost  no  correlation  between 
millage  rate  and  enterprise  activity  (see  Table  4-6). 
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However,  the  study  did  find  a modest  negative  correlation 
between  enterprise  activity  and  the  proportion  of  local 
budgets  comprised  of  intergovernmental  funds;  the 
correlation  coefficient  for  the  two  variables  equaled  a 
- 31.5  and  is  statistically  significant  at  the  .05  level. 
Table  4-6  provides  a list  of  important  independent  variables 
and  their  corresponding  r-values  to  number  of  municipal 
enterprises . 


Table  4-6 

COEFFICIENT  OF  VARIATION  AND  DETERMINATION 
ETHNICITY,  SOCIOECONOMIC  STATUS,  FISCAL  CHARACTERISTICS, 


TYPE  OF  GOVERNMENT,  AND  AGE  OF  CITY  WHEN  CORRELATED 

NUMBER  OF  ENTERPRISES 

WITH 

Independent  Variable 

r 

r*  P 

-value 

Ethnic  Composition 

Race 

21.4 

5.0 

.05 

Socioeconomic  Factors 

Population 

35.7 

12.8 

.05 

Growth  Rate 

-10.8 

* 

NS 

Median  Age 

-8.0 

★ 

NS 

Per  Capita  Income 

1.6 

★ 

NS 

Fiscal  Characteristics 

Expenses /capita 

52.0 

27.0 

.05 

Local  rev. /capita 

33.3 

11.1 

.05 

Millage  rate 

5.1 

* 

NS 

Percent  Property 

taxes  of  Local  rev. 

-35.2 

12.4 

.05 

Fiscal  Characteristics 
Percent  Intergovt. 

revenue  of  total  -31.5  9.9 
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Table  4-6 — continued 


Independent  Variable 

r 

r- 

P-Value 

Political  Characteristics 
Reformed  Governments 

14.0 

1.9 

.05 

Ecological  Factor 
Age  of  City 

43.0 

18.8 

.05 

Note:  NS  signifies  that  r 

is  not 

statistically 

significant 

at  the  .05  level 

* denotes  that  r*  value  is  minuscule 

Once  the  product-moment  correlation  was  run  for 
relevant  dependant  and  independent  variables  an  attempt  was 
made  to  build  a more  precise  model  of  enterprise  activity 
using  multiple  regression.  The  product  of  stepwise  and  r- 
square  procedures  suggests  that  expenditures  per  capita, 
population,  and  the  age  of  a municipality  are  among  the 
best  predictors  of  public  enterprise  functions.  A multiple 
regression  model  including  all  three  factors  yield  a modest 
R-Square  of  41.6. 

Findings  in  this  and  other  studies  suggest  that 
enterprise  activity  is  a function  of  larger  jurisdictions, 
if  for  no  other  reason  than  to  achieve  an  economy  of  scale. 
When  population  is  controlled  for,  stepwise  regression  and 
r-square  procedures  suggest  a model  including  the  age  of  the 
jurisdiction  and  total  revenue  raised  per  capita.  A multiple 
regression  model  including  these  two  factors  produces  an  R- 
Square  of  52.6  percent.  Adding  a third  variable,  municipal 
expenditures  per  capita,  enhances  the  model  minimally,  53.46 


percent. 


70 

This  study  points  out  that  public  enterprises  occur 
less  often  in  smaller  cities.  It  is  therefore  more  difficult 
to  build  a model  comparable  to  the  one  developed  for  larger 
communities.  However,  Stepwise  and  r-square  procedures 
suggest  use  of  the  following:  expenditures  per  capita  and 
age  of  the  city.  These  factors  yield  and  R-Square  of  29.6 
percent,  when  percent  local  revenue  of  total  revenue  is 
added,  the  model  is  improved  by  less  than  1 percent,  30.4. 

Table  4-7 

R-SQUARE  MODELS  FOR  NUMBER  OF  MUNICIPALLY 
OWNED  PUBLIC  ENTERPRISES 


Independent  Variable R-SQUARE 

All  Observations  (N=216) 

Expenditures  per  capita 
Population 

Age  of  Jurisdiction  41.63 

Observations  above  25,000  in  Pop.  (N=58) 

Age  of  Jurisdiction 

Total  revenue  raised  per  capita  52.66 

Observations  below  25,000  in  Pop.  (N=158) 
Expenditures  per  capita 

Total  Revenue  raised  per  capita  29.56 


Summary  of  Findings 

1.  The  correlation  coefficient  between  type  of 
government  and  level  of  activity  is  measured  by  the  number 
of  enterprises  is  an  insignificant  14.1  percent.  Hypothesis 
one  is  rejected. 
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2.  Hypothesis  two  is  confirmed  by  the  data  with  a 
moderately  significant  r-value  of  35.7  percent.  Municipal 
population  size  is  significantly  correlated  with  number  of 
public  enterprise  ventures. 

3.  Proposition  three  asserts  that  population  growth  rates 
will  have  a significant  positive  association  with  level  of 
enterprise  activity.  This  proposition  was  not  confirmed  by 
the  data.  There  is  virtually  no  linear  association  between 
the  dependent  and  independent  factor. 

4.  Race  and  ethnicity  is  not  correlated  with  the  level 
of  enterprise  activity  as  suggested  by  the  hypotheses  four. 
The  relationship  between  race  and  enterprise  levels  is  a 
small  .21;  a value  that  falls  below  normal  applied  standards 
in  the  social  sciences  and  the  guidelines  set  out  in  this 
study.  Although  the  finding  may  be  interpreted  as 
significant  by  some  scholars  proposition  four  must,  is 
rejected  because  the  association  between  the  factors  is 
opposite  of  what  is  stated  by  the  hypothesis. 

5.  There  is  virtually  no  association  between  income  and 
guantity  of  public  enterprises  as  claimed  by  proposition 
five.  The  correlation  coefficient  between  the  two  variables 
approaches  nil.  Consequently,  hypotheses  five  must  be 
rejected. 

6.  Hypothesis  six  is  rejected.  There  is  no  substantial 
support  for  the  assertion  that  median  age  of  residents  is 
negatively  related  to  number  of  enterprises . 
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7.  The  seventh  proposition  assumes  a positive 
association  between  age  of  community  and  quantity  of 
enterprises.  The  proposition  is  confirmed  with  a correlation 
coefficient  of  .43.  In  short,  a coefficient  of  determination 
for  this  r-value  indicates  that  this  variable  explains  18 
percent  of  the  observed  variation  we  see  in  the  dependent 
variable. 

8.  Per  capita  spending  and  number  of  enterprises 
operated/owned  by  a municipal  jurisdiction  are  linearly 
associated.  The  Pearson  value  of  the  two  factors  is  a strong 
.52.  Thus  hypothesis  eight  is  confirmed. 

9.  Hypothesis  nine  investigates  the  revenue 
substitution  notion  that  attempts  to  explain,  from  a fiscal 
perspective,  why  cities  establish  the  number  of  enterprises 
they  do.  This  hypothesis  is  confirmed;  there  is  a modest  - 
.30  r-value  between  level  of  activity  and  local  revenue 
raised  per  capita. 

10.  Hypothesis  ten  is  rejected  when  all  observations 
are  taken  into  consideration.  However,  when  population  is 
controlled  for  significant  findings  appear.  There  is  a 
positive  significant  correlation  between  fund  availability 
(enterprise  activity)  and  levels  of  per  capita  spending  in 
cities  with  populations  of  25,000  or  more.  The  association 
between  the  two  factors  is  insignificant  when  smaller 
communities  are  taken  into  consideration. 


11.  Hypothesis  eleven  claims  a significant  positive 
relationship  between  enterprise  fund  availability  and 
property  tax  exemptions.  This  hypothesis  is  rejected  but 
with  reservation.  The  observed  r-value  falls  the  below 
guidelines  of  this  study  but  are  statistically  significant 


CHAPTER  5 
ANALYSIS 

Review  of  Problem 

Municipal  enterprises  are  the  subject  of  this  paper. 
They  are  the  proprietary  or  business-like  functions  of 
government.  They  include  an  assortment  of  governmental 
functions  from  convention  halls  and  libraries  to  municipal 
airports  and  cemeteries.  In  some  instances  their  impact  on 
local  budgets  can  be  quite  dramatic.  Studies  have  shown  that 
is  some  local  jurisdictions  one-half  of  own  source  revenue 
is  generated  by  enterprise  dollars  (Ammons  and  Dye,  1983) . 

In  this  report  we  also  find  that  enterprise  dollars  are 
important  to  many  local  budgets.  Enterprise  funds  comprise 
close  to  one-half  of  own  source  revenues  in  several  Florida 
communities  including  Tallahassee,  Gainesville,  and  Ocala. 

Public  or  at  least  quasi-public  enterprise  arrangements 
have  been  part  of  the  public  finance  experience  for  more 
than  two  hundred  years . These  arrangements  have  been  much 
utilized  at  federal,  state,  and  local  levels  of  government. 
However,  as  part  of  the  public  service  background  they  have 
a checkered  past.  During  the  formative  years  of  this  nation 
critics  argued  that  government  owned  and  backed  corporations 
such  as  the  Bank  of  the  U.S.  enjoyed  an  unfair  advantage 
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over  similarly  held  private  ventures.  The  critics  of  federal 
involvement  in  public  enterprises  were  able  to  limit 
national  participation  in  future  enterprise  arrangements. 

State  jurisdictions  developed  a number  of  public 
enterprises  during  the  early  years  of  the  nineteenth 
century.  However,  many  ventures  were  expensive  high-risk 
endeavors  that  failed  miserably.  They  created  enormous  debt 
for  many  state  jurisdictions;  forcing  them  to  default  on 
loans  used  to  finance  the  various  enterprise  functions. 

Following  the  uncertain  lead  of  the  federal  and  state 
governments  local  jurisdictions  began  to  experiment  with 
the  use  of  public  enterprises  around  the  turn  of  the 
twentieth  century  and  the  advent  of  the  Progressive  movement 
and  municipal  reform.  A key  plank  in  the  platform  of 
Progressive  reformers  was  the  business-like  operation  of 
government.  It  was  argued  that  public  enterprise  along  with 
other  finance  and  management  changes  in  municipal  government 
would  aid  not  only  in  the  reduction  of  public  spending  but 
also  in  the  reduction  of  graft  and  corruption.  Public 
enterprise  activity  has  continually  grown  in  importance  to 
local  budgets  over  the  years.  Today  many  local  jurisdictions 
rely  upon  them  to  supplement  a weak  tax  base  and  replace  a 
loss  of  federal  revenues. 
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Today,  the  chief  proponents  of  charging  a fee  for 
public  services  are  public  choice  scholars.  They  are 
political  economists.  Scholars  and  public  administrators 
who  apply  economic  reasoning  and  a cost  calculus  to 
political  phenomena  including  the  delivery  of  public 
services.  The  Public  Choice  School  argues  that  public 
enterprises  are  most  appropriate  for  providing  goods  and 
services  when  individual  beneficiaries  can  be  identified  and 
consumption  is  for  personal  benefit.  Public  choice  adherents 
contend  that  the  development  of  enterprise  functions  if 
prudently  established  and  operated  can  increase  efficiency 
and  equity  in  government.  They  also  argue  that  enterprises 
can  be  a potential  source  of  revenue  for  financially 
strapped  communities  dealing  with  the  economic  recession, 
declining  populations,  and  demising  aid  from 
intergovernmental  sources. 

The  purpose  of  this  paper  is  to  (1)  identify 
socioeconomic,  ecological,  and  political  factors  that  are 
significantly  correlated  with  enterprise  activity  and  (2)  to 
examine  the  impact  of  enterprises  on  local  budgets.  Many 
findings  of  early  studies  have  been  inconclusive.  Some 
studies  suggest  that  enterprises  have  an  expenditure  effect 
on  local  budgets,  other  studies  suggest  that  they  are  used 
to  replace  revenues  lost  from  other  sources  without  the 
consequent  increase  in  spending. 

This  study  takes  as  its  units  of  analysis  municipal 
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jurisdictions  within  the  state  of  Florida,  with  populations 
larger  than  2,500.  Cities  in  Florida  provide  an  excellent 
venue  of  study.  There  is  a rich  yield  of  political,  social, 
and  economic  diversity  among  the  state's  cities. 

Statistical  treatment  of  the  data  includes  application 
of  the  product-moment  correlation,  coefficient  of 
determination,  multivariate  analysis,  and  path  diagrams. 
Public  utilities,  airports,  transit  systems,  and  hospitals 
are  a few  examples  of  the  types  of  public  ventures  under 
investigation  in  this  report. 

DISCUSSION  OF  FINDINGS 

This  study  finds  much  diversity  both  the  extent  and 
type  of  public  enterprise  activities  adopted  by  cities 
within  the  state.  Of  the  216  cities  surveyed,  88  percent  had 
either  a water  and  sewer  fund  or  a combined  fund  for  water 
and  sewer.  Garbage  collection  and  recreational  services  are 
also  among  the  more  common  type  of  enterprise  activities  - 
37  percent,  20  percent,  respectively.  The  vast  majority  of 
Florida's  cities,  69  percent  offer  between  one  and  three 
services  as  part  of  the  public  enterprise  package  and  only 
eleven  percent  have  no  such  fund.  Only,  two  percent  of  the 
cities  have  between  seven  and  nine  enterprise  functions. 

It  appears  that  most  cities  offer  enterprise  services 
that  (1)  have  a long  tradition  of  user  fee  application  and 
(2)  a proven  record  of  profitability.  The  cities  seem  less 
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inclined  to  offer  a broad  range  of  unproven  services.  For 
example,  the  user  fee  concept  has  long  been  attached  to  the 
provision  and  financing  of  water  and  sewer  services,  the 
vast  majority  of  ventures  either  run  a surplus  or  are  at 
least  self-supporting.  This  study  shows,  finds  that  a 
significant  72  percent  of  all  water  and  sewer  funds  produce 
a positive  return  on  investment  as  did  82  percent  of  the 
electric  utilities,  and  85  percent  of  the  parking.  Cities 
tend  to  shy  away  from  functions  like  trailer  parks, 
hospitals,  and  nursing  homes  though  they  themselves  were 
profitable.  Table  5-1  shows  that  most  public  enterprise 
ventures  were  able  to  run  a profit  or  at  least  reach  a 
break-even  point.  On  the  whole  the  broad  array  of  functions 
though  varied  were  more  profitable  than  first  assumed. 

Earlier  studies  suggest  that  services  such  as  public 
utilities  and  water  and  sewer  funds  are  the  only  type  of 
public  enterprises  worth  consideration  by  municipal 
jurisdictions  as  self-sustaining  or  revenue  generating 
ventures.  Nonetheless,  cities  tend  to  shy  away  from 
establishing  enterprises  out  of  services  that  (1)  lack  a 
proven  profitability  or  (2)  private  vendors  can  be  found  in 
sufficient  number  to  provide  needed  service. 
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Table  5-1 

PROFITABILITY  OF  VARIOUS  FUNDS 


Fund  type 

Percent  Profitable 

Total  No. 

Airport 

.48 

25 

Bridge 

. 67 

3 

Refuse  Collection 

. 61 

82 

Hospital 

1.00 

1 

Cemetary 

. 85 

7 

Electric  Utilities 

.82 

22 

Nursing  Home 

0 

1 

Parking 

. 85 

20 

Pier 

.80 

20 

Public  Gas 

. 72 

18 

Water 

. 68 

35 

Recreational 

.70 

10 

Sewer 

.62 

43 

Trailer  Park 

. 43 

7 

Transportation 

.50 

6 

Other  Recreational 

.44 

9 

Water  and  Sewer 

.72 

115 

Golf 

.70 

30 

Water  Transportation 

1.00 

1 

(N=216) 

The  vast  majority  of  cities  that  have  no  enterprise 
function,  eleven  percent,  are  small  and  it  is  doubtful  they 
have  the  population  base  to  support  financially  an 
enterprise  function.  The  average  population  of  a city  with 
no  enterprise  function  is  less  than  10,000. 

The  average  number  of  enterprises  in  cities  with  populations 
below  25, 000  is  1.8. 

Hypothesis  one  tested  the  proposition  that  public 
enterprise  activity  is  significantly  related  to  the 
organizational  or  management  structure  of  a municipality.  It 
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was  presumed  that  enterprise  activity  would  be  highly 
correlated  with  reformed  cities,  cities  with  council  manager 
type  systems,  because  adherents  of  the  reform  model  of 
government  support  the  notion  of  running  government  like  a 
business  and  would  therefore  be  more  inclined  to  make 
greater  use  of  enterprises  or  as  previously  described  the 
'business-like'  approach  to  providing  public  services.  The 
study  found  virtually  no  relationship  between  type  of 
government  and  level  of  activity  as  measured  by  the  number 
of  enterprises.  Indeed,  less  than  two  percent  of  the  total 
variation  observed  among  the  dependent  variable  can  be 
explained  by  knowledge  of  this  independent  variable.  It  is 
likely  that  mayor-council  and  commission  governments  are  as 
inclined  to  establish  enterprise  functions  as  much  as 
reformed  cities  because  of  (1)  the  fiscal  crisis  confronting 
unreformed  and  reformed  communities  and  the  consequent  need 
to  seek  out  and  apply  a variety  of  public  service  financing 
techniques,  (2)  the  ability  of  the  fund  to  allow  public 
officials  to  circumvent  the  will  of  the  public  by  allowing 
various  interfund  transfers  and,  (3)  the  ability  of  the  fund 
to  allow  all  types  of  jurisdictions  to  circumvent  various 
state  imposed  tax  and  expenditure  limitations. 

Proposition  two  of  this  study  makes  the  following 
claim:  population  size  is  positively  and  significantly 
related  to  the  number  of  enterprises  operated  by  a municipal 
jurisdiction.  This  report  was  able  to  confirm  this 
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hypothesis  with  a product-moment  correlation  of  35.7 
percent.  The  importance  of  population  to  enterprise  activity 
is  not  a difficult  relationship  to  understand.  It  is 
imperative  that  cities  are  able  to  provide  a sufficiently 
large  enough  population  base  to  support  an  enterprise 
endeavor.  It  is  interesting,  however;  that  the  Pearson 
coefficient  is  not  stronger.  The  data  suggest  public 
enterprise  functions  are  not  the  lone  function  of  very  large 
cities.  The  study  finds  for  example,  that  85  percent  of  all 
cities  with  populations  below  25,000  have  at  least  one 
enterprise  function  as  part  of  the  public  service  package. 

Hypothesis  three  is  also  concerned  with  population  of 
municipal  jurisdictions  but  focuses  instead  on  population 
growth  rates.  Specifically,  it  states  the  following: 
Population  growth  rates  have  a positive  and  significant 
impact  on  enterprise  activity.  Interestingly,  the  study  was 
unable  to  confirm  this  proposition.  In  the  past  scholars 
have  argued  that  by  establishing  public  enterprises 
communities  could  more  rapidly  adjust  to  expanding  service 
demands.  The  findings  of  this  study  show  virtually  no  linear 
association  between  growth  rates  and  enterprise  activity. 

To  develop  a logical  interpretation  of  this  finding  it 
is  important  to  examine  the  relationship  between  the 
population  growth  rate  of  communities  and  two  other 
variables,  percent  minority  population  and  percent  tax 
exempt  property  within  a community.  The  Pearson  coefficient 
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between  growth  rate  and  the  two  variables  is  a very  modest 
but  statistically  significant  -.26  and  -.23,  respectively. 

In  short,  growth  has  occurred  most  rapidly  in  communities 
with  comparatively  smaller  hispanic  and  African  American 
populations,  and  in  communities  with  smaller  amounts  of  tax 
exempt  property.  Stated  differently,  the  growth  in 
population  that  has  occurred  in  Florida' s communities  over 
the  past  decade  has  occurred  in  more  financially  stable 
areas;  (1)  areas  not  burdened  by  large  groups  of 
economically  disadvantaged  minorities  nor  (2)  areas  burdened 
with  a limited  property  tax  base  due  to  larger  than  normal 
exemptions.  It  follows  that  more  financially  stable 
communities  have  less  incentive  to  make  greater  use  of 
enterprise  functions  than  their  less  solvent  counterparts. 
Thus,  it  is  understandable  that  the  relationship  between 
population  growth  rate  and  enterprise  activity  is  not 
significant . 

Hypothesis  four  is  the  race  hypothesis.  It  maintains 
that  public  enterprise  activity  is  significantly  but 
negatively  related  to  race/ethnicity.  It  was  presumed  at  the 
outset  of  this  study  that  because  minorities  tend  to  be 
disproportionately  represented  in  the  ranks  of  the  economic 
underclass  they  would  prefer  policies  that  focus  on  personal 
benefits  to  be  gained  as  a result  of  government.  In  short, 
it  is  argued  that  such  groups  possess  what  is  known  as  a 
private  regarding  view  of  good  government  as  put  forth  by 
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Banfield  and  Wilson  (1963) . The  implication  is  that 
communities  in  which  minorities  cluster  are  less  inclined  to 
apply  charges  and  develop  public  enterprises  because  such 
policies  tend  to  have  a smaller  redistributive  effect  than 
services  financed  through  the  general  fund. 

As  stated,  proposition  four  is  not  confirmed.  A small 
positive  coefficient  of  .21  is  obtained  by  the  data  but  it 
is  not  statically  significant  at  the  .05  level.  The 
proposition  also  must  be  rejected  because  the  relationship 
between  enterprise  activity  and  race/ethnicity  is  not  as 
expected;  it  is  positive  not  negative.  The  picture  between 
these  two  variables  develops  more  clearly  when  population  is 
controlled  for  and  we  consider  only  those  communities  with 
populations  larger  than  25,000. 

A Pearson  coefficient  of  .31  is  produced  between  the 
two  factors  when  community  size  is  controlled  for.  However, 
the  proposition  is  not  confirmed  because  the  direction  of 
association  is  not  as  expected.  Public  enterprise  activity 
increases  as  levels  of  race  and  ethnicity  increase  within 
the  state's  cities. 

We  find  in  our  study  that  as  percent  minorities 
increase  per  capita  income  for  communities  declines.  The  two 
factors  have  a moderately  strong  Pearson  coefficient  of 
-.38.  In  essence,  minorities  present  the  communities  with 
smaller  opportunities  to  tax  or  finance  public  services 
through  the  general  fund  because  minorities  are  more 
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economically  disadvantaged.  Consequently,  it  appears  that 
communities  with  greater  concentrations  of  minorities  are 
forced  to  rely  more  heavily  on  alternatives  methods  of 
public  financing  including  user  charges  and  public 
enterprises . 

This  interpretation  of  the  data  is  supported  by  other 
findings.  For  example,  communities  with  comparatively  larger 
minority/ethnic  populations  have  higher  millage  assessments 
than  other  areas.  The  correlation  coefficient  between  the 
two  factors  is  a strong  .58  for  the  state's  larger  cities. 

It  is  widely  known  that  the  economically  disadvantaged  (1) 
often  demand  and  need  more  public  services  than  other  groups 
and  (2)  are  least  able  to  contribute  to  the  revenue  coffers 
of  the  community.  This  situation  apparently  compels  cities 
with  disproportionate  numbers  of  these  groups  to  use  a 
variety  of  methods  to  finance  services  and  to  maximize 
available  tax  sources  to  meet  an  inordinate  level  of  service 
demands  from  their  residents. 

Lastly,  the  problem  with  proposition  four  is  that  it 
assumes  that  because  minorities  may  not  want  public 
enterprises  they  will  have  sufficient  influence  to  prevent 
them  from  being  created.  It  is  an  arguable  point  to  suggest 
that  minorities  have  a sufficient  voice  in  government  to  set 
the  public's  agenda.  Moreover,  it  ignores  the  fact  that 
public  enterprises  unlike  certain  other  finance  methods  do 
not  require  public  approval  to  be  set  up. 
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Hypothesis  five  is  similar  to  hypothesis  four. 
Specifically,  it  makes  the  claim  that  enterprise  activity  is 
significantly  but  negatively  related  to  communities  with 
large  groups  of  poor  residents.  It  is  assumed  that  the  poor 
possess  a private  regarding  view  of  good  government  and 
consequently  would  live  in  communities  that  do  not  make  much 
use  of  public  enterprises.  However,  like  proposition  four 
this  hypothesis  is  not  confirmed  by  the  findings.  Hypothesis 
five  is  rejected  and  the  same  interpretation  applies  to  this 
finding  that  was  employed  in  the  previous  proposition. 
Communities  with  larger  groups  of  the  economic  underclass 
have  a less  viable  tax  base  than  their  more  affluent 
counterparts  and  consequently  must  rely  more  heavily  on  a 
varied  revenue  menu. 

Hypothesis  six  is  the  resident's  age  factor 
proposition.  It  maintains  that  the  quantity  of  enterprise 
activity  engaged  in  by  a community  is  significantly  but 
negatively  related  to  jurisdictions  with  older  resident 
populations.  It  is  assumed  that  in  communities  with  a higher 
median  age  you  will  find  larger  concentrations  of  the 
elderly  on  fixed  incomes.  It  is  argued  that  the  elderly  are 
less  inclined  to  live  in  communities  with  much  enterprise 
activity  because  some  studies  show  fees  are  more  regressive 
than  property  taxes.  The  findings  do  not  support  the 
hypothesis  as  stated.  The  correlation  coefficient  produced 
between  the  number  of  enterprises  and  median  age  of 
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residents  is  insignificant. 

However,  the  study  does  find  some  evidence  in  support  of 
the  hypothesis,  though  only  indirectly.  When  we  look  at 
percent  property  taxes  of  local  revenues  and  median  age  we 
see  that  there  is  a tendency  for  communities  with  older 
residents  to  rely  more  heavily  on  the  property  tax.  The 
relationship  holds  when  all  observations  are  considered  and 
when  population  is  controlled  for  to  assess  what  happens  in 
those  communities  of  25,000  or  more.  The  product-moment 
correlation  between  property  taxes  as  a portion  of  local 
revenues  and  median  age  is  .38  for  all  observations  and  .48 
in  the  state's  larger  municipal  jurisdictions.  The  reason 
for  the  observed  findings  is  likely  due  to  the  fact  that 
there  is  a positive  correlation  between  age  and  per  capita 
income.  In  essence,  communities  with  older  populations  tend 
have  a wealthier  tax  base  and  are  better  able  to  finance 
public  service  delivery  via  the  general  fund. 

Some  scholars  look  not  to  socioeconomic  factors  but  to 
ecological  explanations  of  public  enterprise  activity.  It  is 
proposed  in  this  study  in  hypothesis  seven  that  the  number 
of  enterprise  activities  operated  by  a municipality  is 
significantly  and  positively  related  to  the  age  of  the 
community.  The  findings  of  this  study  confirm  hypothesis 
seven.  The  Pearson  coefficient  between  the  two  factors  is  a 
moderately  strong  .43.  In  short,  age  of  the  city  explains 
about  18  percent  of  the  total  variation  observed  in  the 
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dependent  variable,  enterprise  activity.  The  rationale  for 
this  hypothesis  is  based  on  the  presumption  that  public 
enterprise  functions  are  not  new  but  have  a long  tradition 
in  the  public  service  package.  It  has  also  been  presumed  or 
argued  that  most  functions  are  not  profitable  and  are  a 
drain  on  resources.  It  is  argued  that  their  presence  in 
today's  governmental  arrangements  is  largely  due  to  the  fact 
that  older  cities  that  are  stuck  with  them. 

The  findings  of  this  study  suggest  other  explanations 
for  the  observed  relationship  between  enterprise  activity 
and  age  of  the  jurisdiction.  When  all  observations  are 
considered  the  data  show  that  older  coiasmnities  spend  more 
per  capita,  have  greater  portions  of  their  property  exempt 
from  tax  rolls,  and  have  disproportionately  larger  minority 
populations  than  their  more  recently  incorporated 
counterparts.  In  short,  the  existence  pobdic  enterprises  in 
older  cities  is  more  a factor  of  a comparatively  weak  tax 
base,  and  inordinate  demands  for  services  by  economically 
disadvantaged  groups  than  the  convenient  explanation  that 
older  cities  are  stuck  with  them. 

When  the  study  controls  for  size  of  population,  to  see 
what  takes  place  in  larger  communities,  the  relationship 
between  age  of  the  community  and  number  of  enterprises  is 
made  more  clear.  The  product  moment  correlation  between  the 
two  factors  is  a strong  .57.  Moreover,  when  age  of  the  city 
is  correlated  with  per  capita  income,  expenditures  per 
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capita,  percent  minority  population,  and  the  amount  of  tax 
exempt  property  older  cities  are  found  to  have  greater 
fiscal  stress  than  younger  communities.  Consequently,  they 
are  obliged  to  make  greater  use  of  public  enterprises  to 
help  finance  public  services,  and  alleviate  the  fiscal 
stress  they  endure.  This  interpretation  is  supported  by  the 
finding  that  there  is  a moderate  but  significant  and 
positive  correlation  between  age  of  the  jurisdiction  and  the 
amount  enterprise  dollars  subsidize  the  general  revenue 
fund;  the  Pearson  value  is  a positive  .31.  In  brief,  not 
only  do  older  communities  tend  to  have  more  enterprises  than 
their  counterparts,  the  enterprises  are  a positive  source  of 
revenue  for  the  general  fund. 

At  this  point  of  the  research  the  focus  changes  to  the 
effect  of  public  enterprises  on  local  budgets.  Proposition 
eight  examines  what  is  known  as  the  expenditure  effect  of 
public  enterprises.  Specifically,  hypothesis  eights  asserts 
that  enterprise  activity  is  significantly  and  positively 
related  with  higher  levels  of  public  spending.  The  findings 
reveal  that  number  of  enterprise  and  spending  per  capita  is 
significantly  related  with  a moderately  strong  r— value  of 
.52. 

Some  studies  suggest  that  the  majority  of  public 
enterprises  are  expensive  high  risk  ventures  that  obligate 
c^^:;*-es  subsidize  eventually  their  continued  operation. 

The  findings  of  this  study  confirm  that  spending  and 
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enterprise  activity  is  correlated  but  suggest  a different 
interpretation  of  the  relationship.  As  alluded  to  earlier, 
enterprise  activity  is  significantly  and.  positively  related 
to  communities  experiencing  greater  fiscal  strain  than 
others;  in  particular  older  communities  and  communities  with 
larger  minority  populations . Because  minorities  are 
disproportionately  economically  disadvantaged  they  tend  to 
require  more  in  terms  of  government  services.  Consequently, 
one  expects  to  find  higher  levels  of  spending  in  such 
communities.  More  to  the  point,  the  data  suggest  that 
municipal  spending  is  enhanced  as  a result  of  enterprise 
activity . 

Proposition  nine  maintains  that  public  enterprise 
activity  is  significantly  but  negatively  related  to  the 
percent  property  taxes  comprising  local  revenues.  The 
findings  confirm  hypothesis  nine.  A modest  though 
significant  negative  correlation  exists  between  number  of 
enterprises  and  property  taxes  as  a portion  of  local 
revenues.  As  the  number  of  public  enterprises  increases 
property  tax  dollars  become  less  significant  among  local 
revenue  sources . The  observed  relationship  between  the  two 
factors  continues  to  exist  when  population  is  controlled 
for.  Cities  with  population  larger  than  25,000  produce  a r- 
value  of  -.33,  interestingly  smaller  jurisdictions  have  an 
even  higher  r-value  of  -.48. 
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This  finding  suggests  that  when  the  property  tax  base 
is  limited  or  constrained  municipal  jurisdictions  of  all 
sizes  tend  to  make  greater  use  of  public  enterprises.  Though 
this  study  produces  little  evidence  to  support  the  following 
interpretation  it  appears  that  smaller  communities  are  more 
inclined  to  turn  to  public  enterprise  activities  than  larger 
areas  when  property  taxes  are  limited  because  they  would 
have  fewer  potentially  viable  revenue  sources  at  their 
disposal  and  may  lack  the  management  skill  to  get  at  them 
(e.g.,  federal  and  state  grants). 

Hypothesis  ten  states  that  enterprise  fund  availability 
is  significantly  and  positively  related  to  communities  with 
higher  levels  of  per  capita  spending.  When  all  observations 
are  considered  proposition  ten  is  rejected.  The  r-value  is 
not  statistically  significant  the  .05  level.  The 
availability  of  enterprise  dollars  does  not  necessarily 
coincide  with  higher  levels  of  spending.  However,  when 
population  size  is  controlled  for,  higher  spending  levels 
tend  to  occur  in  larger  communities.  The  Pearson  coefficient 
between  enterprise  fund  availability  and  spending  per  capita 
is  a healthy  43.  The  observed  relationship  is  likely  due  to 
the  fact  that  larger  cities  offer  a broader  range  of  public 
services  than  smaller  communities;  it  is  then  a natural 
corollary  that  they  would  spend  more. 

Hypotheses  eleven  states  the  following:  the 
availability  of  enterprise  funds  is  significantly  and 
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positively  related  to  cities  with  smaller  levels  of  taxable 
property.  Proposition  eleven  is  confirmed,  though  the 
correlation  coefficient  is  rather  modest  at  .28.  A stronger 
coefficient  of  .44  is  obtained  between  the  two  factors  when 
we  examine  what  takes  place  in  the  larger  communities  of  the 
state.  In  either  case  enterprise  dollars  are  being  used  as 
an  alternate  source  of  revenue . 

The  funds  are  being  used  to  supplant  those  lost  to  a 
weak  property  tax.  For  example,  Pearson  r-values  between 
enterprise  fund  availability  and  (1)  percent,  property  taxes 
of  local  revenues  and  (2)  intergovernmental  funds  are  -.52 
and  -.59,  respectively  for  the  state's  larger  cities. 

More  modest  relationships  among  the  variables  exist 
with  Florida's  smaller  communities.  For  example,  a negative 
association  is  found  between  enterprise  fund  availability 
and  percent  property  taxes  of  local  revenues,  however;  the 
relation  between  the  dependent  factor  and  intergovernmental 
funds  is  no  longer  seen.  The  reason  for  this  is  most  likely 
due  to  the  fact  that  intergovernmental  funds  play  a less 
significant  roll  in  the  budgets  of  small  communities. 

The  Multivariate  Equation 

The  stepwise  and  r-square  procedures  of  the  SAS  program 
suggest  expenditures  per  capita,  population  size,  and  age  of 
jurisdiction  may  have  the  most  significant  multivariate 
effect  on  the  dependent  factor  when  all  observations  are 
considered  for  analysis.  These  factors  were  able  to  produce 
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a R-square  of  .41  percent  when  correlated  with  the  dependent 
variable,  number  of  enterprises. 

It  is  understandable  that  per  capita  income  is  an 
important  factor  in  the  multivariate  model.  It  highlights 
the  significance  of  the  revenue  base  of  communities.  The 
ability  of  a community  to  generate  revenue  from  the  local 
area  has  been  shown  to  be  an  integral  element  throughout 
this  report.  The  size  of  a community's  population  has  also 
proven  to  be  a constant  and  significant  factor  in  any 
attempt  to  explain  extent  of  enterprise  activity.  If  market 
arrangements  are  to  be  used  then  cities  must  have  a large 
enough  population  base  to  support  any  business-like  endeavor 
as  would  a private  vendor  supplying  a good  or  service. 

A possible  interpretation  of  the  value  age  of  community 
plays  in  the  model  rests  on  the  presumption  that  older 
communities  have  a greater  tendency  to  exhibit  certain 
social  and  economics  traits  that  make  them  more  prone  to 
establish  public  enterprises.  A review  of  the  correlation 
matrix  (see  appendix  D)  confirms,  for  example,  that  there  is 
a tendency  for  older  jurisdictions  to  (1)  have  greater 
portions  of  property  exempt  from  taxes  and  (2)  larger  groups 
of  minorities.  Two  factors  that  can  constrain  or  inhibit  the 
revenue  raising  potential  of  communities. 

A more  concise  and  stronger  model  can  be  achieved  for 
predicting  degree  of  variation  within  the  dependent  variable 
when  size  of  population  is  controlled  for  and  we  examine  the 
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output  for  larger  cities.  Stepwise  and  r-square  procedures 
suggest  age  of  jurisdiction  and  total  revenue  raised  per 
capita  as  the  two  most  significant  factors.  Actually,  this 
model  confirms  what  was  discussed  about  the  model  developed 
for  all  observations. 

Again  the  age  of  the  jurisdiction  factor  is  significant 
and  it  is  significant  for  reasons  alluded  to  earlier.  Larger 
jurisdictions  tend  to  have  disproportionately  larger  numbers 
of  disadvantaged  groups  areas  of  tax  exempt  property  than 
their  smaller  counterparts . 

Total  revenue  raised  per  capita  is  the  other 
significant  piece  of  the  model.  A possible  interpretation  is 
that  the  older  cities  because  of  the  traits  discussed  must 
often  provide  a larger  public  service  package  than  other 
communities  and  in  turn  are  compelled  to  raise  more  revenue 
per  capita  and  raise  that  revenue  from  a variety  of  sources 
to  meet  service  needs  or  demands. 

Path  models 

Next  we  turn  to  path  analysis.  Path  diagrams  take  us  a 
step  further  than  what  is  allowed  by  multiple  regression. 
Multiple  regression  determines  the  direct  effects  of  each 
independent  variable  on  the  dependent  factor.  Path  analysis, 
on  the  other  hand,  allows  us  to  determine  the  magnitude  of 
both  direct  and  indirect  effects.  It  also  is  a better  theory 
building  tool.  By  working  through  a model  with  a series  of 
multiple  regressions  we  are  obliged  to  define  the 
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interrelationships  among  the  variables. 

Figure  5-1  is  a path  diagram  representing  a causal 
model  of  enterprise  activity  within  and  among  communities. 
Enterprise  activity  is  defined  by  the  variable  percent 
enterprise  dollars  of  local  revenues  or  PELR  (see  Appendix  A 
for  glossary  of  terms) . 


PELR 


LREVCAP 


FIGURE  5-1.  PATH  DIAGRAM  REPRESENTING  A MODEL  OF  ENTERPRISE 
ACTIVITY  IN  AND  AMONG  CITIES 

Figure  5-1  shows  that  the  amount  of  tax  exempt  property 
(TXEXP)  held  by  a community  has  the  greatest  direct  effect 
on  extent  of  enterprise  activity  with  a positive  path 
coefficient  of  .41.  As  the  portion  of  tax  exempt  property 
increase  enterprise  activity  tends  to  increase.  The  variable 
TXEXP  also  has  an  indirect  effect  on  the  dependent  factor 
PELR  via  the  variable  percent  property  taxes  of  local 
revenue.  As  amount  of  tax  exempt  property  increases  property 
tax  dollars  as  a portion  of  local  revenues  decrease,  and  as 
percent  property  tax  dollars  decrease  enterprise  revenues 
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become  a more  significant  part  of  local  budgets.  When  the 
product  of  TXEXP  and  PPTLR  is  determined  the  finding  will 
produce  an  indirect  effect  for  TXEXP  of  19.98. 

The  direct  impact  of  property  tax  dollars  on  the 
dependent  factor  is  a negative  standardized  coefficient  of 
-.34.  As  percent  property  taxes  of  local  revenue  decrease 
percent  enterprise  activity  tends  to  increase.  Local  revenue 
raised  per  capita  has  a similar  significant  relationship  to 
the  dependent  factor,  extent  of  enterprise  activity.  As 
revenue  raised  per  capita  decrease  extent  of  enterprise 
activity  increase.  In  sum,  the  path  diagram  depicts  a 
consistent  relationship  that  has  but  one  interpretation  as 
property  tax  dollars  and  other  local  revenue  raising 
measures  decline  enterprise  dollars  become  more  important  to 
local  budgets. 

The  same  model  applies  to  cities  with  populations  of 
25,000  or  more.  However,  when  smaller  jurisdictions  are 
considered  a slightly  different  diagram  takes  shape.  In 
addition  to  the  variables  previously  discussed,  the  model 
now  includes  consideration  of  minority/ethnic  populations 
(MIN)  and  the  millage  rate  of  property  taxes  (MILL) . 

Path  diagram  5-2  shows  that  minority  composition, 
local  revenue  raised  per  capita,  and  millage  rate  assessed 
to  local  property  all  have  a direct  impact  on  enterprise 
activity.  Minority  composition  and  enterprise  activity  have 
a positive  path  coefficient  of  .33.  As  the  percent  of 
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minorities  increase  so  does  enterprise  acitvity.  As  local 
revenue  raised  per  capita  increase  enterprise  activity 
decreases.  The  path  coefficient  between  local  revenue  raised 
per  capita  and  the  dependent  factor  is  -.34.  A similar 
relationship  is  found  between  the  millage  rate  and 
enterprise  activity  levels.  The  factors  have  a coefficient 
of  -.36.  In  brief,  as  it  becomes  more  difficult  to  raise 
revenue  locally  the  more  inclined  jurisdictions  are  to  turn 
to  establishing  public  enterprises. 

The  relationship  between  minorities  and  public 
enterprise  activity  is  the  most  interesting  relationship 
shown  in  diagram  5-2.  Once  again,  it  is  worth  noting 
documented  that  such  groups  tend  to  be  disproportionately 
represented  among  the  economically  disadvantaged  who  provide 
the  least  to  public  coffers,  yet  require  the  most  in  terms 
of  public  services  to  mitigate  the  misery  and  suffering 
brought  about  by  years  of  systemic  political  and  economic 
discrimination . 
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FIGURE  5-2.  PATH  DIAGRAM  REPRESENTING  A MODEL  OF  ENTERPRISE 
ACTIVITY  IN  CITIES  WITH  POP.  LESS  THAN  25,000 

The  next  question  addressed  in  a path  diagram  is 
whether  public  enterprise  activity  cause  cities  to  spend 
more.  Do  they  create  an  expenditure  effect  for  local 
budgets?  In  order  to  answer  this  question  while  using  path 
analysis  we  must  redefine  how  public  enterprise  activity  is 
defined.  It  is  measured  by  the  degree  or  extent  to  which 
enterprise  dollars  subsidize  the  general  fund  or  vice  versa, 
(SUBCD) . in  path  diagram  5-3  level  of  municipal  spending  is 
represented  by  the  variable  expenditures  per  capita, 

(EXPRCAP ) . 

Path  model  5—3  does  show  that  as  enterprise  activity 
increase  there  is  an  increase  or  tendency  for  cities  to 
spend  more.  The  path  coefficient  between  the  dependent 
factor  and  SUBCD  is  a positive  .43.  The  SUBCD  factor  also 
has  an  indirect  impact  on  spending  levels  through  the 
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variable  total  revenue  raised  per  capita  (TREVCAP) , 

( . 46)  ( . 98)  = ( . 45) ; and  through  the  variable  percent  local 
revenue  of  total,  ( . 60)  ( . 49)  = ( . 29)  . The  sum  of  these 
compound  paths  is  .74. 

The  relationship  between  the  public  enterprise  factor 
and  municipal  spending  is  interesting  for  a couple  of 
reasons.  First,  of  the  variables  used  in  this  path  model  it 
is  the  second  smallest  in  terms  of  having  a direct  impact  on 
the  dependent  variable.  The  total  revenue  raised  per  capita 
has  the  strongest  direct  effect  on  spending  level;  it  is  a 
natural  corollary  that  the  more  funds  a jurisdiction  has  the 
more  able  it  is  to  spend.  It  is  important  to  note;  however, 
that  enterprise  activity  tends  to  increase  local  revenue 
raising  capacities  (PERLOC)  and  total  revenue  raised  per 
capita.  In  turn,  as  public  enterprise  activity  increases 
total  revenue  and  spending  capacities  are  enhanced.  This  is 
an  intriguing  finding  because  earlier  studies  suggest  that 
though  spending  will  increase  along  with  enterprise  activity 
it  will  because  they  are  a drain  on  resources  and  will 
require  a subsidy  from  the  general  fund.  This  model  suggests 
the  opposite,  public  spending  increases  because  they  tend  to 
enhance  the  general  fund. 
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Principle  Findings 

This  study,  of  course,  has  specific  research  questions 
concerning  identification  of  factors  that  may  be  used  to 
explain  observed  variance  among  levels  of  municipal 
enterprise  activity  among  municipal  jurisdictions.  Inclusive 
in  this  research  and  other  studies  are  a host  of  variables 
relating  to  the  fiscal,  social,  political,  structural,  and 
ecological  factors  present  within  a community  including  the 
following : 

1.  Per  capita  income 

2 . Age  of  city 

3.  Percent  minority  population 

4.  Population  size 

5.  Population  growth  rate 

6.  Expenditures  per  capita 

7.  Percent  property  taxes  of  local  revenue 
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8.  Percent  local  revenue  of  total 

9.  Total  revenue  raised  per  capita 

10.  Local  revenue  raised  per  capita 

11.  Millage  rate 

12.  Age  of  residents 

13.  Tax  exempt  property 

14.  Type  or  form  of  government 

15.  Revenue  potential  of  enterprise  activity 

In  short,  the  available  list  of  independent  variables 
to  be  examined  is  lengthy  and  suggest  that  the  study  of 
public  enterprise  activity  is  in  its  formative  stage.  For 
example,  this  study  has  shown  that  many  variables  thought  to 
be  significant  were  not.  By  applying  principle  component 
analysis,  it  is  possible  to  succinctly,  and  concisely 
identify  important  factors  of  this  study  and  for  future 
study.  Principle  component  analysis  defines  the  basic 
dimensions  of  the  data.  The  first  principle  component 
transforms  the  original  set  of  variables  into  a smaller 
linear  set  of  combinations  that  account  for  the  largest 
amount  of  total  variation  in  the  data.  The  second  component, 
which  is  unrelated  to  the  first  combination,  accounts  for 
the  maximum  amount  of  the  remaining  total  variation  not 
accounted  for  by  the  first  and  so  on.  Principle  component  is 
invaluable  as  a tool  of  data  reduction. 

Turning  next  to  table  5—2  we  see  that  the  eigenvalues 
for  factors  one  through  five  have  values  greater  than  one 
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and  would  provide  or  account  for  more  than  67  percent  of  the 
total  accounted  for  variance. 


TABLE  5-2 

EIGENVALUES  AND  ACCOUNTED  FOR  VARIANCE 


Variance  Cumulative  % 

Factor Eigenvalue  explained of  total  Var. 


1 

3.45 

23.0 

23.0 

2 

2.59 

17.3 

40.3 

3 

1.51 

10.1 

50.4 

4 

1.30 

8.7 

59.1 

5 

1.18 

7.8 

67.0 

6 

0.91 

6.0 

73.1 

7 

0.90 

6.0 

79.1 

8 

0.73 

4.9 

84.0 

9 

0.61 

4.1 

88.1 

10 

0.47 

3.1 

91.3 

11 

0.45 

3.0 

94.3 

12 

0.34 

2.2 

96.6 

13 

0.29 

1.9 

98.6 

14 

0.19 

1.2 

99.8 

15 

0.01 

* 

100.0 

Note : 

* less  than  one 

percent 

Component 

loadings  for  the  first  five  are  displayed  in 

Table  5-2. 

Each 

variable' s 

highest 

absolute 

loading  is 

underlined. 

Interpretation 

is  based 

on  those 

variables 

loading  highest  on  a given  factor. 
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Table  5-3 

COMPONENT  LOADINGS  BASED  ON  CORRELATION  MATRIX  INPUT 


Variable 

Fact.  1 

Fact . 

2 Fact. 

3 Fact . 4 

Fact . 5 

AGECITY 

.3160 

. 0837 

.1529 

.3329 

.2140 

PCI 

-.3977 

.2095 

. 0161 

-.0411 

.3393 

MIN 

.3276 

-.1436 

.3800 

-.0725 

.1083 

CURPOP 

.0616 

-.0554 

.2341 

.6190 

.3989 

GROWTH 

-.1345 

-.0747 

-.2148 

. 6151 

-.2026 

EXPRCAP 

.1222 

.3894 

. 0287 

-.1451 

.3409 

PPTLR 

-.4033 

-.1030 

.3726 

.0392 

. 1359 

PERLOC 

-.0904 

.3516 

-.0653 

.1565 

-.0690 

TREVCAP 

.1422 

.5453 

. 1354 

.0399 

-.1807 

LREVCAP 

.0803 

.5091 

.1828 

.1075 

-.2875 

MILL 

-.0003 

-.0535 

. 6581 

-.1581 

-.1360 

AGE 

-.3983 

.0703 

.1081 

-.0709 

.1944 

SUBCD 

.1796 

.0946 

-.2141 

-.1408 

.5563 

TXEXP 

.4351 

-.0799 

-.1071 

-.0751 

. 0550 

DUMMY 

-. 1407 

.2324 

-.1814 

-.0703 

. 0617 

The 

variables 

loading 

highest  on 

component  1 can  be 

divided 

into  two  groups . In 

the  first 

group  we  have 

per 

capita  income  (PCI),  and  median  age  of  residents  (AGE) . 

These  are  demographic  impact  variables.  In  the  second  group 
we  have  Percent  property  taxes  of  local  revenue  (PPTLR) 
contrasting  with  amount  of  tax  exempt  property  (TXEXP) . 

These  are  fiscal  stress  factors.  It  appears  that  the  first 
factor  is  dominated  by  demographic  and  fiscal  stress 
indicators . 

Component  two  also  falls  into  a couple  of  groups.  It  is 
dominated  by  total  revenue  raised  per  capita  ( TREVCAP ) , 
local  revenue  raised  per  capita  (LREVCAP) , percent  local 
revenue  of  total  (PERLOC) . These  are  revenue  availability 
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factors.  In  the  second  group  we  have  expenditures  per  capita 
(EXPRCAP);  a spending  impact  factor.  Because  of  the  nature 
of  divergence  between  the  two  type  of  component  elements,  it 
appears  that  the  "revenue  availability"  elements  are 
contrasting  with  the  "spending  factor". 

Component  three  is  dominated  by  the  millage  rate  (MILL) 
and  percent  minorities  (MIN)  within  a community.  These  are 
indirect  fiscal  stress  factors. 

Component  four  is  dominated  by  current  population  size 
(CURPOP),  the  growth  rate  (GROWTH),  and  the  age  of  the 
jurisdiction  (AGECITY) . These  are  population  growth  and 
decline  factors.  Lastly,  component  five  is  a single 
variable;  the  ability  of  enterprises  to  subsidize  the 
general  fund,  (SUBCD) . It  is  the  revenue  substitution 
factor. 

In  short,  the  principle  component  procedure  analysis 
allows  us  to  reduce  the  original  list  of  variables  to  a 
smaller  group  of  five  significant  factors  that  account  for 
much  of  the  variance  in  the  data  and  that  are  orthogonal  to 
one  another  including:  (1)  demographic  and  fiscal 

indicators,  (2)  revenue  availability  and  spending 
indicators,  (3)  indirect  fiscal  stress  factors,  (4)  growth 
and  decline  indicators,  and  (5)  a revenue  substitution 
indicator.  The  principle  component  procedure  is  useful  for 
identifying  significant  factors  of  interest  for  future 
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CHAPTER  6 
Conclusion 


Problem  Review 

The  main  conclusions  of  this  study  can  be  summarized  as 
follows : 

1.  There  is  virtually  no  association  between  type  of 
government  and  level  of  enterprise  activity.  Mayor  council 
and  other  types  of  municipal  jurisdictions  are  as  likely  to 
establish  public  enterprises  as  any  other  form  of  municipal 
entity  because  of  certain  practical  political  advantages 
offered  by  creating  such  ventures. 

2.  Public  enterprise  activity  as  previously  thought  is 
significantly  correlated  with  population  size.  The  r-value; 
however , is  a moderate  at  .36  percent.  Apparently,  cities 
with  a population  base  as  small  as  2,500  are  large  enough  to 
support  some  functions. 

3.  Population  growth  rate  and  enterprise  activity  are 
not  associated  as  previously  claimed.  The  fastest  growing 
cities  in  the  state  have  comparatively  smaller  groups  of 
minorities,  economically  disadvantaged,  and  property  tax 
exemptions  that  enable  them  to  rely  more  heavily  on 
traditional  means  of  general  taxes  to  finance  public 
services . 
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4.  Cities  with  larger  groups  of  African-American  and 
Hispanic  populations  tend  to  make  greater  use  of  public 
enterprises.  These  race  and  ethnic  groups  tend  to  live  in 
older  less  financially  solvent  communities. 

5.  Like  cities  with  comparatively  large  minority 
groups,  cities  with  larger  elements  of  the  underclass  tend 
to  establish  various  public  enterprise  endeavors  to  a 
greater  degree  than  their  more  affluent  based  counterparts. 

6 . At  first  when  we  examine  the  relationship  between 
median  age  of  residents  and  enterprise  activity  we  find 
virtually  no  linear  association  between  these  two  factors  as 
previously  assumed.  However,  there  is  a positive  significant 
association  between  median  age  of  resident  and  per  capita 
income  of  residents.  As  the  age  of  residents  increases, 
jurisdictions  with  a strong  tax  base  have  smaller  incentives 
to  charge  a fee  for  services. 

7 . The  length  of  incorporation  for  communities  produces 
one  of  the  more  significant  relationships  with  levels  of 
enterprise  activity.  Generally,  older  jurisdictions  have  a 
weaker  tax  base  than  more  newly  established  counterparts; 
thus,  they  are  more  inclined  to  rely  on  alternate  methods  of 
public  service  financing.  This  feature,  moreover,  is  more 
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dramatic  in  cities  with  populations  than  25,000  residents. 

8.  As  public  enterprise  activity  increases  there  is  a 
tendency  for  municipal  public  service  spending  to  increase. 

9.  As  property  tax  dollars  become  a smaller  portion  of 
municipal  budgets  cities  tend  to  make  greater  use  of  public 
enterprises  rather  than  turn  away  in  fear  that  such 
endeavors  will  be  a drain  on  already  limited  resources. 

10.  As  enterprise  activity  or  more  specifically 
enterprise  fund  availability  increases  there  tends  to  be  an 
increase  in  public  spending.  It  appears  that  enterprise 
activity  tends  to  enhance  public  budgets.  They  allow  for 
greater  spending  of  general  fund  dollars  that  are  more 
redistributive  by  nature  and  consequently  of  greater  benefit 
to  the  economic  underclass. 

11.  Cities  use  public  enterprise  dollars  to  supplement 
and  supplant  those  funds  lost  to  an  inadequate  property  tax. 

Implications  of  findings 

The  data  provided  by  this  study  has  both  significant 
theoretical  and  practical  implications.  Public  choice 
scholars  and  other  advocates  of  public  enterprises  contend 
that  such  endeavors  are  an  efficient  and  equitable  way  to 
deliver  public  goods  and  services.  It  is  argued  that  by 
providing  and  or  financing  goods  via  public  enterprises  and 
other  market  arrangements  it  is  possible  to  enhance  both  the 
efficiency  and  equity  of  service  delivery.  Also,  it  is 
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claimed,  by  public  choice  adherents,  that  public  enterprises 
can  become  an  important  source  of  revenue  for  many  local 
jurisdictions . 


Of  critical  importance  to  the  public  choice  efficiency 
arguments  relating  to  the  finance  and  consumption  of  public 
goods  in  the  absence  of  an  exclusion  factor  is  the  Tiebout 
hypothesis  or  the  notion  of  "voting  with  one's  feet."  This 
concept  is  an  important  and  recurrent  theme  in  the  public 
choice  literature.  It  was  developed  most  clearly  by  Charles 
Tiebout  (1956)  in  an  essay  entitled  "A  Pure  Theory  of  Local 
Expenditure."  According  to  its  author  "Just  as  individuals 
can  be  imagined  walking  to  competitive  markets  to  purchase 
consumer  goods  and  services,  so  analogously  they  vote  with 
their  feet  in  the  public  sector  by  choosing  one  public 
sector  tax  expenditure  combination  rather  than  another" 
(Nennan,  1981,  p. 60) . 

The  Tiebout  hypothesis  has  been  the  subject  of  much 
debate  and  discussion  in  the  literature  since  it  first 
appeared  in  1956  (Oates,  1969  and  Edel  and  Sclar,  1974).  The 
findings  of  this  inquiry  are  consistent  with  Tiebout' s 
thesis.  The  study  shows  that  growth  occurs  most  rapidly 
among  those  jurisdictions  that  are  more  financially  stable 
and  with  comparatively  smaller  property  tax  burdens.  It  was 
assumed  at  the  outset  of  this  study  that  fast  growing 
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communities  would  financially  suffer  from  the  pains  of 
population  growth  and  consequently  be  compelled  to  rely  more 
heavily  on  public  enterprises  than  their  slower  growth 
counterparts.  This  thesis  did  not  hold  up.  This  study 
indicates  that  the  slower  growing  communities  generally  have 
more  financial  problems  and  consequently  are  obliged  to  make 
greater  use  of  a variety  of  revenue  sources,  including 
public  enterprises.  In  turn,  citizens  with  the  ability  to 
relocate  are  seeking  out  communities  less  troubled 
financially.  In  short,  the  findings  suggest  that  Tiebout  and 
other  public  choice  scholars  are  correct  relative  to  the 
ability  or  willingness  of  consumers  to  shop  around  for 
desired  tax  and  service  bundles.  This  implication  should  not 
be  overstated.  The  evidence  is  significant  but  not 
sufficient  to  guarantee  the  claims  of  the  public  choice 
school.  The  data  suggest  that  such  claims  are  appropriate 
only  to  the  extent  that  reality  differs  from  the  theory's 
notion  of  man's  rationality,  freedom  of  movement,  and  self 
interested  nature. 


Equity  Revisited 

Unfortunately,  equity  is  a concept  not  widely  discussed 
within  the  public  choice  literature.  This  school  like  so 
many  other  models  of  classic  public  administration  is 
preoccupied  with  two  questions:  (1)  How  can  efficiency  be 
improved,  and  (2)  How  can  greater  economy  be  achieved  with 
available  resources.  However,  there  is  another  question  to 
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be  addressed;  the  question  of  equity. 

"To  say  that  a service  may  be  well  managed  and  that  a 
service  may  be  efficient,  begs  the  question  well  managed  for 
whom"  (Frederickson,  1980,  p.37).  The  findings  of  this  study 
suggest  that  enterprises  can  be  organized  and  arranged  to 
enhance  both  horizontal  and  vertical  equity.  As  alluded  to 
earlier  in  this  study  horizontal  equity  suggest  that  the 
distribution  of  taxes  among  people  of  equal  situation  should 
be  equal.  Equal  situation  refers  to  equal  consumption  of 
public  goods.  The  application  of  fees  and  charges  via  public 
enterprises  are  indeed  consistent  with  this  notion  of 
fairness . 

On  the  other  hand,  public  enterprises  and  fee 
mechanisms  appear  incompatible  with  any  notion  of  vertical 
equity.  A notion  that  states  that  as  wealth  increase  one's 
obligation  to  society  also  should  increase.  The  findings 
presented  in  this  study  are  also  consistent  with  notions  of 
vertical  equity.  Most  public  enterprise  functions  within  the 
state  are  not  explicitly  attached  to  redistributive  type 
public  service  programs.  What  is  most  interesting  and 
suggestive  of  vertical  equity  is  the  discovery  that  often 
the  dollars  generated  by  these  enterprises  are  used  to 
subsidize  the  general  fund.  A fund  that  usually  provides 
more  redistributive  type  programs  or  programs  and  services 
consumed  disproportionately  by  the  poor.  Thus  the  regressive 
nature  of  any  fee  structure  is  lessened  before 
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imposition  of  deliberate  policy  options  to  alleviate  the 
regressive  pattern  of  charges. 

The  Revenue  Question  Revisited 
In  addition  to  the  questions  of  efficiency  and  equity 
is  also  the  issue  of  revenue  potential  for  municipal 
enterprises.  Though  enterprise  dollars  provide  substantial 
revenues  for  some  jurisdictions  like  Tallahassee,  Ocala,  and 
Gainesville  many  other  communities  are  not  so  fortunate. 
However,  the  evidence  of  this  report  strongly  suggest 
enterprise  funds  can  and  have  been  established  for  their 
revenue  raising  potential.  The  analysis  shows  significant 
positive  correlations  between  income  raised  from  enterprises 
and  certain  economic  and  demographic  characteristics 
associated  with  financially  strained  communities.  Clearly, 
the  potential  of  public  enterprise  revenues  to  shore  up  a 
weak  tax  base  of  ailing  communities  deserves  more  attention 
from  practitioners  and  scholars. 

The  Significance  of  Politics 
The  thesis  has  been  advanced  that  public  enterprise 
activity  positively  enhances  local  revenues  and  expenditures 
rather  than  weakening  or  adding  to  the  fiscal  strain  of 
local  communities.  Moreover,  it  has  been  argued  throughout 
this  research  that  public  enterprise  use  among  and  within 
communities  is  largely  a matter  of  economics,  a reaction  to 
a weak  tax  base  rather  than  organizational  arrangements  of 


Ill 


local  governments  and  the  political  ethos  of  municipal 
residents . 

The  evidence  presented  by  this  study  disputes  the 
conventional  portrait  of  reform  and  unreformed  governments 
regarding  the  use  of  public  enterprises.  Apparently  their 
are  significant  external  limits  on  the  ability  of  public 
administrators  (mayors,  managers,  etc.)  to  affect  fiscal 
policy.  This  is  not  the  only  study,  however,  to  challenge 
the  importance  of  political  factors  relative  to  certain 
fiscal  policies.  Brown  and  Halaby  (1984)  in  their  study  of 
reform  and  machine  politics  and  finances  also  argue  that 
municipal  spending  is  a function  of  the  economic  cycle  and 
has  little  to  do  with  the  political  structure  of  local 
communities . 

With  respect  to  local  jurisdictions,  there  are  a number 
of  environmental,  social,  and  economic  influences  that  can 
restrict  the  amount  of  influence  organizational  structure 
can  have  on  fiscal  and  monetary  policies.  The  size  of  the 
city,  its  economic  base,  and  demographic  characteristics  are 
largely  beyond  the  control  of  city  leaders,  not  to  ignore 
the  significance  that  politics  can  have  on  growth,  economic 
development,  and  a host  of  other  areas.  In  brief,  it  appears 
that  organizational  structure  can  significantly  influence 
policy  only  to  the  extent  that  it  can  cope  with  the 
constraints  of  population,  the  tax  base,  tax  and  expenditure 
limitations  imposed  by  the  state,  state  political  and 
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economic  conditions,  as  well  as  the  general  economic  and 
political  condition  of  the  nation  including  but  certainly 
not  limited  to  such  factors  as  inflation,  and  unemployment 
(Brown  and  Halaby,  1984). 

Another  political  type  factor  that  did  not  receive  much 
support  from  the  evidence  developed  by  this  data  is  the 
political  ethos  factor  developed  by  Edward  Banfield  and 
James  Q.  Wilson  in  City  Politics  in  1963  and  revised  in 
1971.  Their  thesis  makes  note  of  the  existence  of  a "public 
regarding"  and  "private  regarding"  ethos  among  citizens.  The 
authors  contend  "that  much  of  what  Americans  think  about  the 
political  World  can  be  subsumed  under  one  or  the  other  of 
these  conflicting  orientations  and  that  the  prevalence  of 
one  or  the  other  influences  style,  structure,  and  outcome  of 
local  politics"  (Wolfinger  and  Field,  1966,  p.300). 

Banfield  and  Wilson  associated  the  public  regarding 
orientation  with  Anglo  Saxon,  middle  class,  Protestants.  The 
public  regarding  ethos  equates  good  government  with  economy, 
efficiency,  and  reform.  In  contrast,  the  private  regarding 
ethos  is  associated  more  strongly  with  various  ethnic  groups 
and  the  poor.  The  private  regarding  view  held  by  some 
citizens  stress  the  acquisition  of  personal  benefits  to  be 
obtained  from  government.  The  data  presented  in  this  study 
and  in  studies  by  Wolfinger  and  Field  (1966)  and  Ammons  and 
Dye  in  (1983)  find  little  evidence  in  support  of  the  notion 
of  a countervailing  ethos  among  the  various  race  and  ethnic 
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groups  reiatij&g  to  policy  outputs  of  communities  in  which 
they  live.  The  evidence  presented  by  this  study  only  calls 
into  greater  question  the  appropriateness  of  relying  on  the 
political  ethos  model  to  explain  policy  outputs  especially 
as  it  relates  to  local  revenues  and  expenditures . The 
effects  of  economic  factors  and  the  like  are  by  far  the  most 
overwhelming  in.  this  study. 

Recommendations  for  Future  Research 

The  major  limitations  of  note  for  this  study  were  that 
neither  the  time  or  resources  were  available  to  include 
areas  outside  the  state  of  Florida  nor  a survey 
questionnaire.  This  study  could  have  benefited  greatly  from 
a survey  of  citizens  and  political  leaders.  Important  data 
concerning  attitudes  toward  public  enterprise  activity  would 
have  enriched  the  findings  of  this  analysis.  Survey 
questions  could  be  related  but  not  limited  to  the  following 
areas : 

. Politcal  and  economic  objectives  of  various 
enterprise  functions . 

. Attitudes  toward  public  enterprise  activity 
among  elected  officials  and  the  general  populace. 

. Attitudes  toward  public  enterprise  activity  among 
politically  active/influential  groups  in  the 
community. 

. Level  of  minority  representation  and  participation  in 
local  politics  (e.g.,  balck  elected  officials). 
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The  political  hypothesis  can  benefit  greatly  from  a 
refinement  or  more  inclusive  definition  of  political 
factors.  The  findings  of  this  study  repeatedly  suggest  that 
type  of  government  is  insifnif icantly  related  to  enterprise 
activity.  This  is;  however,  an  admittedly  limited 
characterization  of  political  factors  that  may  or  may  not  be 
correlated  to  public  enterprise  activity. 

The  findings  of  this  study  also  suggest  a need  for 
further  refinment  in  future  research  of  various 
socioeconomic  factors.  For  example,  this  study  uses  median 
age  of  residents  and  per  capita  income  among  its  list  of 
independent  variables.  Future  research,  would  probably 
benefit  by  examining  the  age  factor  in  terms  of  percent 
elderly.  It  is  the  elderly,  not  comparatively  older 
citizens,  who  are  believed  to  have  a different  orientation 
to  politics  and  taxes  than  younger  citizens.  The  findings 
related  to  the  income  factor  may  also  be  enriched  by  a 
restatement  of  terms.  For  example,  per  capita  income  is  used 
as  an  independent  variable.  Future  sutdies  may  want  to  look 
at  the  percent  of  the  community  below  poverty  level. 

This  study  only  begins  to  uncover  the  theory  and 
implications  of  public  enterprises.  Many  important  questions 
remain  unanswered  and  should  be  the  focus  of  future  research 
efforts  including  the  following: 

1.  How  are  rates  for  fees  applied? 

2.  Under  what  circumstances  do  cities  provide  relief 


115 


for  the  economically  disadvantaged? 

3.  Does  this  method  of  raising  revenues  contribute  to 
citizen  fiscal  illusions  about  costs  of  public 
services? 

4 . Where  and  under  what  circumstances  and  conditions 
are  certain  enterprise  endeavors  profitable. 

5.  To  what  extent  does  the  public  believe  that 
political  accountability  is  undermined  or  enhanced. 

6.  Are  public  enterprises  more  or  less  equitable  than 
other  revenue/tax  methods? 

Increased  attention  to  municipal  enterprise  ventures  is 
important  and  should  receive  much  more  attention  in  the 
public  finance  literature.  The  budgetary  and  political 
implications  are  of  enormous  proportion  for  this  generation 
and  generations  to  come.  As  alluded  to  in  this  research  the 
issue  not  only  address  budgetary  issues  but  concerns  of 
fairness,  political  accountability,  and  public  service 
delivery. 
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GLOSSARY 


GLOSSARY 


Age 

AGECITY 

CURPOP 

EXPRCAP 


GOV 


GROWTH  - 


LREVCAP  - 


MILL 


- Median  age  of  residents  who  reside  in  a municipal 
jurisdiction. 

- Identifies  the  number  of  years  that  a city  has  be 
incorporated. 

- Current  population  size  of  a jurisdiction 

- Expenditures  per  capita.  Refers  to  the  amount 
that  acity  spends  per  capita  on  public  goods  and 
services . 

- The  government  variable  identifies  the  type  of 
organizational  structure  that  governs  a 
municipality.  A reformed  government  has  a council 
manager  form  of  government.  An  unreformed 
municipality  has  either  a commission,  or  strong  or 
weak  mayor  form  of  government. 

Refers  to  the  rate  of  population  growth  that  has 
occured  within  a municipality  during  the  past  ten 
years . 

Local  revenue  raised  per  capita,  minus  the  amount 
raised  from  public  enterprises. 

Property  tax  assessment  rate. 
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MIN 


NOE 


PCI 

PELR 

PERIGR 

PERLOC 

PPTLR 

SUBCD 

TREVCAP 

TXEXP 


Proportion  of  municipal  population  comprised  of 
African  and  Latin  Americans. 

Describes  the  total  number  of  public  enterprise 
endeavors  owned/operated  by  a municipal 
jurisdiction. 

The  per  capita  income  of  local  residents. 

Describes  the  percent  of  local  revenues  made  up  of 
enterprise  dollars. 

Percent  of  intergovernmental  funds  of  total 
revenues . 

Percent  of  local  revenue  of  total. 

Percent  property  tax  dollars  of  all  local  revenue 
raised. 

The  degree  to  which  public  enterprise  funds  used 
are  to  subsidize  general  fund  or  vice  versa. 

Total  revenues  raised  per  capita. 

Percent  of  local  property  that  is  exempt  from 
local  property  taxes . 
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APPENDIX  B 

SUMMARY  OF  DATA  TABLES 
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Table  B-l 


NUMBER  OF  ENTERPRISE  FUNDS  PER  CITY 
WITH  POPULATIONS  OF  25,000  OR  MORE 

of  Funds No.  of  Cities % Cumulative  % 


3 

.05 

.05 

12 

.21 

.26 

10 

.17 

.43 

11 

. 19 

. 62 

4 

.07 

.69 

10 

.17 

.86 

4 

.07 

.93 

2 

.03 

.96 

1 

.02 

.98 

1 

.02 

1.00 
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Table  B— 2 

NUMBER  OF  ENTERPRISE  FUNDS  PER  CITY 


Number  of  Funds 

No.  of  Cities 

% 

Cumulative  % 

0 

23 

.15 

.15 

1 

53 

.34 

.49 

2 

40 

.25 

. 74 

3 

23 

.15 

.89 

4 

12 

00 

o 

.96 

5 

5 

. 03 

.99 

6 

2 

.01 

1.00 
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Table  B-3 

COEFFICIENT  OF  VARIATION  AND  DETRMI NATION 
ETHNICITY,  SOCIOECONOMIC  STATUS,  FISCAL  CHARACTERISTICS, 
TYPE  OF  GOVERNMENT,  AND  AGE  OF  CITY 
WHEN  CORRELATED  WITH  NUMBER  OF  PUBLIC  ENTERPRISES 
FOR  CITIES  WITH  POPULATIONS  GREATER  THAN  25,000 


Variable 


r r2  P-Value 


Ethnic  Composition 

Race 

.31 

0.97 

.05 

Socioeconomic  Factors 

Growth  Rate 

-.16 

★ 

NS 

Per  Capita  Income 

-.10 

★ 

NS 

Median  Age 

-.25 

★ 

NS 

Fiscal  Characteristics 

Expenses  Per  Capita 

.53 

.28 

.05 

Local  Rev.  Per  Capita 

.53 

.28 

.05 

Millage  Rate 

.09 

★ 

NS 

Percent  Prop.  Tax  Local  Rev. 

-.34 

.11 

.05 

Percent  Intergov. 

-.41 

. 17 

.05 

Percent  Tax  exempt  Prop. 

.38 

.15 

.05 

Political  Characteristics 

Reformed  Governments 

.09 

★ 

NS 

Ecological  Factor 

Age  of  City 

.57 

.33 

.05 

Note:  NS  denotes  that  the  P-value  is  not  statistically 
significant  at  the  .05  level 

denotes  that  r2  is  minuscule  or  less  than  two  percent 
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Table  B-4 

COEFFICIENT  OF  VARIATION  AND  DETERMINATION 
ETHNICITY,  SOCIOECONOMIC  STATUS,  FISCAL  CHARACTERISTICS 
TYPE  OF  GOVERNMENT  AND  AGE  OF  CITY  WHEN  CORRELATED  WITH 
NUMBER  OF  ENTERPRISES  FOR  CITIES  WITH  POPULATIONS 

LESS  THAN  25,000 


Varible 

r 

r2 

P-Value 

Ethnic  Composition 


Race 

. 17 

★ 

.05 

Socioeconomic  Factors 

Growth  Rate 

-.16 

★ 

.05 

Median  Age 

.03 

★ 

NS 

Per  Capita  Income 

.07 

★ 

NS 

Fiscal  Characteristics 

Expenditures  Per  Capita 

.50 

.25 

.05 

Local  Rev.  Per  Capita 

. 13 

★ 

NS 

Millage  Rate 

.03 

★ 

NS 

Percent  Prop.  Taxes  Local  Rev. 

-.42 

.18 

.05 

Percent  Intergov. 

-.28 

. 08 

.05 

Percent  Tax  exempt  Prop. 

.25 

.06 

.05 

Political  Characteristics 

Reformed  Governments 

. 13 

★ 

NS 

Ecological  Characteristics 

Age  of  City 

.35 

.12 

.05 

Note:  NS  denotes  that  the  P-Value  is  not  statictically 

significant  at  the  .05  level 

* denotes  that  r2  is  minuscule,  less  than  two  percent 
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Table  B-5 

FREQUENCY  TABLE  FOR  NUMBER  OF  ENTERPRISE  FUNDS  PER  CITY 
WITH  A POPULATION  GREATER  THAN  25,000 


Number  of  Funds 

Frequency 

% 

Cumulative 

% 

0 

3 

5.2 

5.2 

1 

12 

20.7 

25.9 

2 

10 

17.2 

43.1 

3 

11 

19.0 

62.1 

4 

4 

6.9 

69.0 

5 

10 

17.2 

86.2 

6 

4 

6.9 

93.1 

7 

2 

3.4 

96.6 

8 

1 

1.7 

98.3 

9 

1 

1.7 

100.0 
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Table  B-6 

FREQUENCY  TABLE  FOR  NUMBER  OF  ENTERPRISE  FUNDS  PER  CITY 
WITH  A POPULATION  LESS  25,000 


Number  of  Funds 

Freauencv 

% 

Cumulative  % 

0 

23 

14 . 6 

14.6 

1 

53 

33.5 

48.1 

2 

40 

25.3 

73.4 

3 

23 

14 . 6 

88.0 

4 

12 

7.6 

95.6 

5 

5 

3.2 

98.7 

6 

2 

1.3 

100.0 
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CORRELATION  matrix  FOR  OBSERVATIONS  WITH  POPUIATION  OF  25,000  OR  MORE 
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APPENDIX  D 
PATH  COEFFICIENTS 
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ATM  COEFFICIENTS  FOR  OBSERVATIONS  WITH  POPULATIONS 
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